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TUESDAY, MAY 25, 1954 


Untrep Strates SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
: Washington, D.C. 


The committee met at 10:55 a. m., pursuant to call, in room G-16 of 
the Capitol, Senator John W. Bricker (chairman) presiding. 

Present: Senators Bricker (chairman) and Schoeppel. 

Also present: Bertram O. Wissman, chief clerk; Edward C. 
Sweeney, counsel, and Edward Jarrett, assistant chief clerk. 

The Crairman. The committee will come to order. 

The committee will now consider 8. 3435, a bill to amend the act 
relating to the administration of the Washington National Airport, 
to incorporate the Washington National Airport Corporation, and 
for other purposes. 

At this point I will make a copy of S. 3435 a part of the record. 

(S. 8485 is as follows:) 


[S. 8485, 88d Cong., 2d sess.] 


A BILL To amend the act relating to the administration of the Washington National 
Airport, to incorporate the Washingtoon National Airport Corporation, and for other 


purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of June 29, 1940 (54 Stat. 686), 
as amended by the Act of May 15, 1947 (61 Stat. 94), relating to the administra- 
tion of the Washington National Airport, and for other purposes, is hereby 
amended to read as follows: 

“SECTION 1. For the purpose of operating the Washington National Airport, 
there is hereby created, subject to the direction of the Secretary of Commerce, 
a body corporate to be known as the Washington National Airport Corporation, 

“Sec. 2. The Corporation shall have perpetual succession unless sooner dis 
solved by Act of Congress. 

“Sec. 3. The Corporation shall have its principal offices at the Washington 
National Airport in Arlington County, Virginia, and at such other place or 
places as the Secretary of Commerce may prescribe, and shall be deemed, for 
purposes of venue in civil actions, to be a resident of each of the jurisdictions 
in which such offices have been established, 

“Sec. 4. To carry out the specific powers herein authorized, the Corporation 
shall have the following general powers: 

“(a) To adopt, alter, and use a corporate seal. 

“(b) To adopt, amend, and repeal bylaws governing the conduct of its busi- 
ness and the performance of the powers and duties granted to or imposed upon 
it by law. 

“(e) To acquire, by purchase, lease, condemnation, or in any other lawful 
manner, any property, real, personal, or mixed, tangible or intangible, or any 
interest therein; to hold, maintain, use, and operate the same; and to sell, lease, 
or otherwise dispose of the same at such time, in such manner, and to the extent 
deemed necessary or appropriate to carry out the purposes of the Corporation. 

“(d) To accept gifts or donations of services, or of property, real, personal, 
or mixed, tangible or intangible, in aid of any of the purposes herein authorized. 

“(e) To enter into and perform such contracts, leases, cooperative agreements, 
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or other transactions as may be necessary in the conduct of its business and on 
such terms as it may deem appropriate, with any agency or instrumentality of 
the United States, or with any State, Territory, or possession, or with any po- 
litical subdivision thereof, or with any person, firm, association or corporation. 

(f) To appoint, in accordance with the civil-service laws, such officers, at- 
torneys, agents, and employees, to vest them with such powers and duties, and 
to pay such compensation to them for their services, as may be provided by law; 
to require bonds for the faithful performance of their duties, and to pay the 
premiums therefor; and to employ experts and consultants or organizations 
thereof, as authorized by section 15 of the Act of August 2, 1946 (5 U. 8. C. 
55 (a)) 

(¢) To determine the character of and the necessity for its obligations and 
expenditures, and the manner in which they shall be incurred, allowed, and 
paid, subject to provisions of law specifically applicable to Government cor- 
porations 

“(h) To sue and be sued in its corporate name, except that the Corporation 
shall be entitled to and granted the same immunities and exemptions from the 
payment of costs, charges, and fees as those possessed by the United States. 

“(i) To have, in the payment of debts out of bankrupt, insolvent, or decedent’s 
estates, the priority of the United States. 

“(j) To use the United States mails in the same manner and under the same 
conditions as the executive departments of the Federal Government 

(k) To execute, in accordance with its bylaws, all instruments necessary or 
appropriate in the exercise of any of its powers. 

“(1) To take such action as may be necessary or appropriate to carry out the 
powers herein or hereafter specifically conferred upon it. 

“(m) To settle and adjust claims held by it against other persons or parties 
and by other persons or parties against the Corporation 

Spec. 5. Subject to the provisions of the Government Corporation Control Act, 
the Corporation shall have and may exercise such specific powers, in addition 
to those elsewhere conferred in this Act, as may be deemed necessary to protect, 
operate, improve, and maintain the Washington National Airport as a business 
enterprise and a public service facility. 

“Sec. 6. (a) The management of the Corporation shall be vested in the Sec- 
retary of Commerce. 

“(b) There is hereby established the Advisory Board of the Washington 
National Airport Corporation which shall be composed of seven members ap- 
pointed by the Secretary without regard to the civil-service laws, who will hold 
office at the Secretary’s pleasure. The Advisory Board shall meet at the call 
of the Secretary, who shall require it to meet no less often than once each six 
months; shall review the general policies of the Corporation, including but not 
limited to its policies in connection with design and construction of facilities 
and the administration of existing facilities, and shall advise the Secretary with 
respect thereto. The members of the Board who are in the executive branch 
of the Government shall receive no additional compensation for their services 
on the Board. The members from private life shall each receive $50 per diem 
when engaged in the performance of duties vested in the Board. All members 
of the Board shall be reimbursed in accordance with the Travel Expense Act 
of 1949, as amended for travel, subsistence, and other necessary expenses in- 
curred by them in the performance of duties vested in the Board. 

“Sec. 7. (a) There is hereby established in the Treasury of the United States 
a Washington National Airport Fund (referred to hereinafter as the ‘fund’). 
The capital of the fund shall consist of such amounts as may be advanced to it 
from appropriations made for that purpose, together with the unexpended 
balance of the appropriation for ‘Construction, Washington National Airport’ 
and the obligated balances of the appropriation, ‘Maintenance and operation, 
Washington National Airport’, provided by the Department of Commerce Ap- 
propriation Act, 1954, together with the value of the assets of the airport, less 
liabilities as of July 1, 1954. The value of the assets shall be determined by 
the Secretary of Commerce, subject to the approval of the Director of the Bureau 
of the Budget, taking into consideration original cost, less depreciation, the 
usable value to the airport if clearly less than cost, obsolete and unusable facil- 
ities and equipment, and other reasonably determinable factors which would 
reduce the value of the assets of the airport. 

“(b) Unless the Congress otherwise directs, the Secretary shall pay into mis- 
cellaneous receipts of the Treasury at the close of each fiscal year, interest at 
a rate determined by the Secretary of the Treasury, taking into consideration 
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the averaze yield to maturity (on the basis of daily closing market bid quota- 
tions during the month of June of the preceding fiscal year) on outstanding 
marketable obligations of the United States having a maturity date of fifteen 
or more years from the first day of such month of June, on that portion of 
the capital which the Secretary determines to be equivalent to the local share 
that would have been supplied by the project sponsor had the airport been built 
and developed in its entirety subsequent to the enactment of the Federal Airport 
Act and under its provisions by a local public agency with maximum Federal 
grants-in-aid. 

“(c) Whenever any capital in the fund is determined by the Secretary to be 
in excess of the current needs of the airport, such capital shall be credited to 
the appropriation from which it was advanced, where it shall be held for future 
advances. The capital of the fund shall be considered reduced by the net amount 
of such credits. 

“(d) Recepits from operations under this Act shall be credited to the fund. 
Except as hereinafter provided, the Corporation is authorized to charge any 
Government agency for facilities and services at the rates charged to the public, 
or to charge a lump sum which in the aggregate would approximate the total 
of the individual charges incurred by the using Government agency. The fund 
shall be available for payment of all expenditures of the Secretary under this 
Act. 

“(e) Such sums as may be required to carry out the purposes of this Act 
are authorized to be appropriated without fiscal year limitations. Advances 
shall be made to the fund from the appropriations made therefor when requested 
by the Secretary. 

“Sec. 8. The Corporation is hereby authorized to use its funds, from what- 
ever sources derived, in the exercise of its corporate powers and functions. 

“Sec. 9% (a) The Corporation shall contribute 

“(1) to the civil-service retirement and disability fund, on the basis of 
annual billings as determined by the Civil Service Commission, for the 
Government's share of the cost of the civil-service retirement system ap- 
plicable to the Corporation's officers and employees and their beneficiaries ; 
and 

“(2) to the employees’ compensation fund, on the basis of annual billings 
as determined by the Secretary of Labor, for the benefit payments made 
from such fund on account of the Corporation's officers and employees and 
their beneficiaries. 

‘Each such annual billing shall include a statement of the fair portion of the 
cost of the administration of the fund with respect to which such billing is 
made, and a sum equal to such fair portion of the cost shall be paid by the 
Corporation into the Treasury as miscellaneous receipts. 

“(b) The Corporation shall not be liable under this section (1) for contri- 
butions with respect to the service of any officer or employee for any period 
prior to the effective date of this section, and (2) for payments for administra- 
tive costs with respect to any period prior to such effective date. 

“Sec. 10. All the facilities of the airport which are analogous to the facilities 
developed with Federal aid by comparable public airports in the State of 
Virginia and all those usable for the landing and takeoff of aircraft will be 
available to the United States for use by military and naval aircraft in common 
with other aircraft at all times without charge, except, if the use by military 
and naval aircraft shall be substantial, a reasonable share, proportional to such 
use, of the cost of operating and maintaining the facilities so used, shall be 
charged. 

“Src. 11. The Corporation will furnish to any civil agency of the Govern- 
ment, without charge (except for light, heat, janitor service, and similar facili- 
ties and services at the reasonable cost thereof), such space in airport buildings 
as may be reasonably adequate for use in connection with any air traffic-control 
activities, or weather-reporting activities and communications activities related 
to air traffic control, which such agency may deem it necessary to establish and 
maintain at the airport. 

“Sec. 12. The Corporation, in carrying on the activities authorized by this 
Act, shall utilize, to the extent practicable, the available services and facilities 
of other agencies and instrumentalities of the Federal Government on a reim- 
bursable basis. 

“Src. 13. No individual, association, partnership, or corporation shall use the 
words ‘Washington National Airport’, or a combination of these three words, as 
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the name or a part thereof under which he or it does business, without the 
consent of the Corporation 

“Sec. 14. The right to alter, amend, or repeal this charter is expressly 
reserved 

Si 15. Section 101 of the Government Corporation Control Act (31 U. 8. C. 
846) is hereby amended by inserting therein the words ‘Washington National 
Airport Corporation’ 

Sec. 16. There is hereby transferred to the Corporation all property, real, 
personal, and mixed, now operated by the Administrator of Civil Aeronautics as 
the Washington National Airport together with all sums due or to become due 
to the United States by virtue of any service rendered or facilities furnished in 
connection with the operation of the Washington National Airport, or under any 
contract executed by or on behalf of the Administrator of Civil Aeronautics in 
connection with such activties, together with the tract of land described in the 
Act of June 29, 19140 (54 Stat. 6S6) as the Washington National Airport (except 
that portion of such tract of land added to the Mount Vernon Memorial Highway 
by Executive Order 9851), together with all the structures, improvements, and 
other facilities located thereon (« xcept the building designated as “T-—7’ located 
on Abingdon Drive on the airport, now used and operated by the Administrator 
of General Services). The Corporation shall assume the performance on behalf 
of the United States of all existing contracts heretofore executed on behalf of 
the Administrator of Civil Aeronautics in connection with the care, operation, 
maintenance, and protection of the Washington National Airport. 

“Sec. 17. The Secretary or his designated representative shall have power to 
make and amend such rules and regulations as may be deemed necessary govern- 
ing the protection of property and the conduct of persons on premises within the 
jurisdiction of the Corporation. 

“Sec. 18. (a) Employees of the Corporation appointed to protect life and prop- 
erty on areas within the jurisdiction of the Corporation, when designated by the 
airport manager, are hereby authorized and empowered (1) to arrest under a 
warrant within the limits of the airport any person accused of having com- 
mitted within the boundaries of the airport any offense against the laws of the 
United States, or against any rule or regulation prescribed pursuant to this Act; 
(2) to arrest without warrant any person committing any such offense within 
the limits of the airport, in their presence; or (3) to arrest without warrant 
Within the limits of the airport any person who they have reasonable grounds 
to believe has committed a felony within the limits of the airport 

“(b) Any individual having the power of arrest as provided in the subsection 
(a) of this section may carry firearms or such other weapon as the Secretary or 
his designated represenative may direct or by regulation may prescribe. 

‘(c) The United States Park Police may, at the request of the Secretary or 
his designated represenative, be assigned by the Director of the National Park 
Service in his discretion, subject to the supervision and direction of the Secretary 
of the Interior, to patrol any area of the airport, and any members of the United 
States Park Police so assigned are hereby authorized and empowered to make 

ests within the limits of the airport for the same offenses, and in the same 
manner and circumstances as is provided in this section with respect to em- 
ployees of the Corporatior 

“Sec. 19. Any person who violates any rule or regulation prescribed under 
section 17 of this Act, shall be guilty of a misdemeanor, and, upon conviction 
ereof, shall be fined not more than $500 or imprisoned not more than six 
months, or both. 

“Sec. 20. The officer on duty in command of those employees designated as 
provided in section 18 may accept deposit of collateral from any person charged 
with the violation of any rule or regulation prescribed under this Act, for 
appearance in court or before the appropriate United States commissioner: 
ind such collateral shall be deposited with the appropriate United States 
commissioner. 

“Src. 21. This Act shall take effect July 1, 1954. 

“Sec, 22. All laws or parts of laws inconsistent with this Act are repealed 


to the extent of such inconsistency 


The CHarrman. This is a bill that I introduced on May 11, 1954. 
at the request of the Acting Secretary of Commerce. At the time I 
introduced the bill, I inserted in the Congressional Record the Sec- 
retary’s letter transmitting the proposed bill and explaining the 
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reasons for recommending the incorporation of the Washington 
National Airport. 

At this point I will make a copy of the Secretary’s letter a part 
of the hearing record. 

(Letter from Acting Secretary Robert B. Murray, Jr. is as follows :) 


THE SECRETARY OF COMMERCE, 
Washington, May 6, 1954. 
Hon. RicHArp M. Nrxon, 
President of the Senate. 
United States Senate, Washington. D. C. 

Dear Mr. PrEsIpenr: It is requested that the enclosed proposed bill to amend 
the act relating to the administration of the Washington National Airport, to 
incorporate the Washington National Airport Corporation, and for other pur- 
poses, be introduced in the Senate at your earliest convenience 

In its report dated March 31, 1949, on Federal Business Enterprises, the 
(Hoover) Commission on Organization of the Executive Branch of the Govern 
ment recommended with respect to Washington National Airport, “We urge 
the incorporation. of this enterprise to bring it under the Government Corpora 
tion Control Act of 1945." This recommendation was based upon the finding by 
the Commission that Washington National Airport is a “straight-line business 
enterprise” for which incorporation was appropriate “so as to secure greater 
flexibility in Management and simpler accounting, budgeting, and auditing 
methods.” 

Most of the activities of Washington National Airport are predominantly of 
a business nature, It has a large number of business transactions with the 
public every day. These transactions involve the rental of space at the airport, 
the collection of landing fees, the supervision of the various concessionaires who 
sell merchandise and supply services to the public at the airport, and similar 
matters. The airport is continually expanding its services and finding new 
sources of revenue. A substantial income is produced every year, which is now 
paid into the Treasury as “miscellaneous receipts.” The expenditures of the 
airport, on the other hand, must, under present law, be paid out of appropria- 
tions made on the basis of estimates submitted long in advance of the periods 
which they cover. 

It is extremely difficult to operate a business enterprise under this system. 
For example, one major problem has been the budgeting of appropriations for 
the purchase of electricity and the manufacture of steam used and sold to 
tenants at Washington National Airport. No reasonable estimate as to their 
annual cost can be made, because neither the quantity to be used nor the unit 
cost can be predicted with any accuracy. Several factors contribute to this 
difficulty. 

The notoriously capricious Washington weather makes heating cost predic- 
tion extremely difficult. 

‘juctuations in the air-transpoort business as a whole may cause the tenant 
of a hangar to increase its use from 1 shift a day to 5 shifts a day. Conversely, a 
carrier which has been employing multiple shifts may curtail its operations. 
Carriers can transfer their operating bases to or from Washington. During 
the winter this is always a possibility, since Washington is the southern terminus 
of several airlines, and thus the one having the most favorable climate for winter 
operations. These factors, none of them predictable by this Department, deter- 
mine the amount of use of both electricity and steam, and consequently the cost 
of these services to the Government. 

Fuel used at the Washington National Airport for the production of steam is 
purchased through the General Services Administration. The airport has no 
control over the cost Within one recent 12-month period it experienced a price 
rise of about 65 percent. 

Electricity is furnished to the airport by the Virginia Electric & Power Co. 
at a rate based upon the cost of coal, which in recent years has also been subject 
to substantial fluctuation. 

Electric power and steam for heating are metered and charged to the several 
tenants of the buildings at Washington National Airport on the basis of the 
quantities used. The cost of these services to the Government is paid from 
the appropriation for the maintenance and operation of the airport, while the 
amounts received from the tenants must, by virtue of Revised Statutes 3618 (31 
U. S. C. 487), be covered into the Treasury. The appropriation, once made, 
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cannot be augmented except by a deficiency appropriation. The anomalous 
result is that the greater the Government income from this source, the less funds 
are available to keep the activity operating. 

The business-type budgeting practices possible under the corporate form would 
permit the automatic adjustment of all of these variable factors by permitting 
the income from the resale of electricity and steam to be used for their purchase. 

The airport has often found that expenditures must be made up in 1 fiscal year 
in order to obtain revenues which will not accrue until the next fiscal year 
This makes budgeting and handling of appropriations extremely difficult. <A 
Government corporation, in which appropriated funds can be used until expended, 
and revenues used as received, will not be subject to this difficulty. Government 
corporations are also generally operated with business-type accounting systems 
rather than with the accounting system made applicable by statute to Govern 
ment agencies in general. This business-type accounting system would greatly 
facilitate the administration of the airport and its operation on a more business 
like basis; rates could be more accurately keyed to costs, and proper business 
type reserves for contingencies and recurrent long-range expdenditures could be 
set up. 

Another typical difficulty in attempting to operate a business enterprise under 
the restrictions which apply to ordinary Government agencies arises from the 
necessity for advertising for bids on airport contracts. For example: 

1. The high intensity lights originally installed on the landing field were made 
by the Revere Electric Co. When it became necessary to replace some of these 
lights, and to provide for spare lights in the warehouse, the contract had to be 
given to the Crous Hinds Co. since it was the lowest bidder. Thus, it now has 
become necessary for the airport to carry a stock of repair parts for both makes 
of high intensity lights since only the bulbs are interchangeable. This requires 
the investment of almost twice the funds in stock that would be required if all 
were the product of one manufacturer. 

2. In the south extension to the Terminal Building, recently constructed, an 
Otis elevator was requested since all the other elevators in the building are of 
this make. Permission to specify the Otis elevator in the contract could not be 
obtained from the Public Buildings Administration, and the airport was required 
to purchase an elevator made by another manufacturer, although the difference 
in the bids was very slight. A service contract has been in effect with the Otis 
Co. for several years and the addition of a new Otis elevator to the building 
would have required only a small addition to this contract. As it is, the airport 
had to make special arrangements with Otis, on far less favorable terms, for the 
servicing of this additional elevator. 

3. It became necessary to repair certain roofs at the airport, and due to the 
exposure of these roofs to extreme temperature, a particular kind of roofing was 
required. It was proposed that the airport personnel replace the material, thus 
effecting considerable saving of money. However, prolonged negotiations failed 
to obtain clearance for the purchase of this particular kind of roofing material. 
Consequently, the contract eventually was let for the application of roofing and 
the specifications called for this particular product. Such a procedure was, of 
course, more costly than the proposal made by the airport. 

4. In another instance, the concrete apron in front of a hangar was broken at a 
time when a concrete contractor had his equipment and men at the airport on 
another job. It was desired that a new contract for repairing the apron be 
negotiated with this contractor to do the work before moving his equipment, 
ete., away from the airport. This, however, could not be done. A new invitation 
had to be issued, bids received and contract let. As a result, the repair work 
cost more and occasioned an unnecessary delay of several weeks. 

With respect to normal business transactions, Government corporations are 
exempted from the provisions of the statute which require that contracts be 
awarded to the lowest responsible bidder after advertisement for bids. This 
exemption would permit the airport to advertise or negotiate for such contracts 
in accordance with usual business practices, and would thus obviate the diffi- 
culties outlined above. 

Under the circumstances, the Department of Commerce feels that the Wash- 
ington National Airport could be operated much more efficiently as a corporation. 
We therefore recommend the early and favorable consideration of the enclosed 
proposed legislation by the Congress. 

In general, the provisions of the enclosed bill were taken from the standard 
form of Government corporate charter prescribed by the Bureau of the Budget 
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for use by executive agencies in drafting legislation of this type. The special 
provisions of the bill adjusted to fit this particular enterprise were developed 
in close consultation with the professional staff of that Bureau. 

We are advised by the Bureau of the Budget that enactment of this legislation 
would be in accord with the program of the President. 

Sincerely yours, 
Rosert B. Murray, Jr., 
Acting Secretary of Commerce. 

The Cuamman. The incorporation of the Washington National 
Airport was recommended by the Hoover Commission in its report 
on Federal Business Enterprises, dated March 31, 1949. That Com- 
mission pointed out the Washington National Airport is a 
“straight-line business enterprise” for which incorporation is appro- 
priate “so as to secure greater flexibility in management and simpler 
accounting, budgeting and auditing methods.” 

President Eisenhower, in his budget message for 1955, stated: 


New legislative authority is required * * * to establish a corporation to 
operate the Washington National Airport. 


Senator Pat McCarran has written me supporting this bill. His 
letter comes from Reno, Nev., and is dated May 17, 1954. I will read 
it and then insert in in the hearing record. 


RENO, NEV., May 17, 1954. 
Hon. John W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Drar SENATOR: The purpose of this letter is to support your bill 8S. 3435, 
introduced May 11, 1954, for the incorporation of the Washington National 
Airport. In my opinion this is extremely worthwhile legislation, and I hope 
your committee acts on it favorably at an early date. 

Under the present status of the Washington National Airport, the Manager 
of the airport is in a tough spot. Figuratively speaking, he has to work his 
way to the surface through CAA and the Commerce Department, and fight off 
industry on the way. They have had good managers out there and the airport 
has done a pretty good job, but it is a cumbersome system. 

As a Government corporation, the airport would have much greater freedom 
of action and an opportunity for speedy adoption of improvements. At the 
present time, most improvements and activities hinge on appropriations. As a 
corporation it could operate on a profit-and-loss basis and the incentive would 
be to operate at a profit consistent with the highest degree of safety. 

As you know, most airports are owned and operated by municipalities. The 
District of Columbia is a municipality operated by the Federal Government. 
There appears to be no valid objection to operating the airport as a Government 
corporation. 

Another point worth considering is that so long as the CAA operates the 
airport, it is in business. There are those who doubt the wisdom of any 
Government agency being in business; and it makes sense to say that no regula- 
tory agency (such as CAA) should be in business . 

Kindest personal regards and all good wishes 

Sincerely, 
PAT MCCARRAN, 


(Letter from Senator McCarran is inserted in the record at this 

point.) 
RENO, Nev., May 17, 1954. 
Hon. JouHn W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR: The purpose of this letter is to support your bill 8S. 3435, 
introduced May 11, 1954, for the incorporation of the Washington National 
Airport. In my opinion this is extremely worthwhile legislation and I hope your 
committee acts on it favorably at an early date. 
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present time, most improvements and activities hinge on appropriations As 

corporation it Could operate on a profit-and-loss basis and the incentive would 
be to operate at a profit consistent with the highest degree of safety. 

As you know, most airports are owned and operated by municipalities. The 


District of Columbia is a unicipality operated by the Federal Government, 
There appears to be no valid objection to operating the airport as a Government 
corporation 

Another point worth considering is that so long as the CAA operates the 
airport, it is in business There are those who doubt the wisdom of any 
Government agency being usiness: and it makes sense to say that no regu- 
lator agency (such as CAA) should be in business 

Kindest personal regards d all good wishes 


sincerely, 
Pat McCARRAN 
The CuatrmMan. With this background of the proponents of in- 
corporating the Washington National Airport, we will now proceed 
with the first witness. who will be Mr. Fred B. Lee. 


STATEMENT OF F. B. LEE, ADMINISTRATOR OF CIVIL AERONAUTICS 


Mr. Ler. I am prepared to testify on the general provisions of the 
bill. There are representatives of the Bureau of the Budget who 
will be prepared to answer technical questions on the incorporation. 

I appreciate very much this opportunity to speak in support of 
S. 3435, the bill sponsored by the Department of Commerce to in- 
corporate Washington National Airport. The airport is now op- 
erated by the Civil Aeronautics Administration under delegation of 
cuthority from the Secretary of Commerce. This bill would stream- 
line the administration of the airport and permit the use of business 
methods in our business operations. 

The airport is a substantial installation. It is 630 acres in area, 
It has a regular working population of approximately 7,900 persons ; 
in 1953 some 2,720,000 passengers enplaned and deplaned at the 
airport and we estimate that several times that number of persons 
visited the airport in connection with these arrivals and departures, 
The airport has its own police and fire departments, adopts its own 
traffic ordinances, and maintains a network of roads. 

The primary business and public service purposes of the airport 
are to furnish facilities for the landing, takeoff, and servicing of air- 
craft, and for the accommodation of airline passengers and baggage 
and airfreight. ‘These activities alone produce an income to the air- 
port of approximately a million dollars annually. 

In the fiseal year 1953, roughly $500,000 was received for direct 
rental of space in structures at the airport to persons in the aviation 
business; the airport earned about $280,000 in landing fees; and 
miscellaneous services to aircraft produced approximately $140,000 
additional, 

The presence of large numbers of people and the substantial indus- 
trial activity at the airport create secondary sources of income which 
produce revenue almost equal to that received from our primary ac- 
tivities. During fiscal year 1953, out of a total income of $1,838,812 
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there were derived $823,063 from these secondary sources. These 
other activities included a wide variety of business transactions, 
largely conducted under arrangements for sharing gross receipts with 
concessionaries. The concession agreements cover the usual variety 
of enterprises found in a metropolitan shopping area—restaurants, 
newsstands, florist, insurance, and many others. In addition, certain 
of our operations produce direct revenue to the airport, such as our 
sales of utilities and steam to tenants and our receipts from vending 
machines and other coin operated facilities. 

Our largest item of expense at the airport is for the personal serv 
ices of the people who operate, maintain, protect, service, and ad 
minister its many activities. In fiscal year 1953, this item comprised 
$931,383 out of a total expenditure of $1,346,187. The balance of our 


expenses were primarily for contractual services and supphes, ma- 
terials, and equipment, including the utilities which we resell, and 
the fuel whi hy » buy to produ e the steam sola to our tenants. 


We feel remy our efficiency in operating this large and complex 
bus ess 1s somewhat hampered by thre budgetary. fiscal, accounting, 
and contracting practices which we are required to follow as a con 
ventional Government agency. 

\s you know, under our present practice our budget estimate must 
be prepared 2 years or more in advance of the time when the funds 


mav be spent It is mpossible to predict with anv accur: acy what 
our expenses will be. The demand for the things we do and sell i 
subject to sudden and extreme fluctuation: unpredi abl s, like the 
weather, can tmcrease our e xpen iditures tre ‘mendously . blizzard 


cost us many thousands of dollars for snow remov: i the fact that 
many of our facilities are over 10 years old makes our repair and 
maintenance estimates often inadequate. The example which we 
gave in our letter to the President of the Senate recommending this 
legislation, of our problem in attempting to predict electric power 
and heat consumption and cost, considering Washington’s climate 
and the fluctuating price of fuel in recent years, we believe is typical 
of the difficulties which arise. 

These difficulties are compounded by the fact that we must operate 
this business with a one-way cash register. We must put our money 
into it. but we cannot get it out. All our income must be returned 
to the Treasury as general receipts, while our expenditures are limited 
strictly to the amounts appropriated, no matter how much the air 
port is earning. In practical effect, we must take care not to expand 
our business beyond our estimates, because no matter how much of a 
given comn \odity we may be able to sell, we can supply no more of 
it to our customers than we can purchase with our appropriations 
made on the basis of up to 2-year-old estimates. 

Senator Scuorrret, Has the airport been self-sustaining finan- 
cially? Maybe you will cover that later, but I think it is well to get 
it in the record. 

Mr. Ler. I can testify on the receipts and expenditures in the past 
few years. 

Senator ScnorPrer. Do you contemplate that if this measure is 
passed it will be free to operate as an independent business unit and 
we would not have to be concerned about appropriating money for 
out there ? 
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Mr. LER. Senator Schoeppe ‘ the program of the incorporation 
would include, under this present bill, the payment of interest on the 
amount of invested capital there, and would in a business-type budget 
include certain funds for amortization. 

In order to meet the full capital expenditures of the incorporation, 
it would be necessary to have annual appropriations for a period : 
vears following the passage of this bill. 

Under the present lease agreements the full capital costs would 
not be met. 

I might say that in recent years the operating revenues including 
unrealized revenue have exceeded the actual expenditures. In fiscal 
year 1951 the net expenditures were $1,249,345, the revenue includ- 
ng unrealized revenues from Government agencies totaled $1,318,392 
or a profit on that basis of $76,047. 

I will give the comparable figure for 1952. Expenditures were 
S1.569.968: revenues $1.644.624,. or a net profit of $281,656. 

In 1935 the net expenditures were $1,546,187; revenues were 
$1,853,812, or a plus figure of $487,625. 

These are net figures, Senator Schoep pel. They do not include i 
the expenditudes any payment into the Treasury for interest on the 

sted c: apits il at the air port or any funds for the amortization of the 
( apit il investment. 
Senator ScHoEPPeEL. What would that amount to approximately, 
iny one year ¢ 

Mr. Lee. I can give you the estimated figure for fiscal 1955. The 
fioures are rough because it | be necessary to have a complete eh- 
vineering survey of the plant out there before we can determine its 
actual capital value and thus fix the interest rate and the amortization 
houre, 


The rough estimates that we have are based upon certain assump- 


tions and IL would like them not to be considered as completely a 
firm figure. The interest payment was based upon an investment 
f $14,705,608, and at 214 percent this would total $366,000 per year. 
The amortization payments, if they were actually made into the 
Treasury would be in a cor parable amount. However, 1 do not have 
final fioure on the amortization. 
Senator Scnorrren. Does this bill safeguard the Government’s in- 


vestment in this airport to the extent that a proper amount of the 
gs would be required to be paid in on this amortization ¢ 
Mr. Ler. The bill itself does not make specific provision for amorti- 
zation, Senator. 

The interest payment is specified in the bill. That is the interest on 
the unamortized part of the investment. 


earn! 


However, under sound, business-type budget practices the amorti- 
zation figure would be included in the future rates for various services 
which are rendered and for the various concessions which are oranted. 
The total receipts would approach a figure which would meet the 
imortization and the interest charges. 

Senator Scuorrret. Do you not think that some proper safeguard 
ilong that line should be included? In other words, the Government 
las an investment in this airport facility out there, certainly so long 


is there is an amount outstanding due the Federal Government, cer- 
tainly some criteria should be established for the income for the air- 
port to be directed toward the payment of this indebtedness and to 
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leave it completely free. I do not think you would do otherwise in a 
private business proposition. 

Mr. Ler. Perhaps the representatives of the Bureau of the Budget 
would like to testify on the Government practice in that respect. 

Senator SCHOEPPEL. I see. 

Mr. Ler. To continue with my presentation, Mr. Chairman, the ac- 
counting methods preser ibed for us as a conventional Government 
agency are inappropriate for the business of running an airport. The 
accounts which are prescribed are records of annual cash expenditures 
allocated to the several arbitrahs classifications by object, used in 
appropriation language. 

These accounts, unless they are appropriate ly modified, are useless 
for business purposes. They make no atte mpt at relation to the ae- 
tivities at the airport from which income is derived, and therefore 
cannot be used directly as a basis for fixing eiieun for these activities. 

In our letter to the President of the Senate proposing enactment 
of this legislation, we listed four examples of the burden created by 
the limitations on our authority as a conventional Government agency 
to negotiate contracts in our operation of the airport. We feel very 
strongly that the airport should have broader authority to negotiate 
contracts under the circumstances of those cases. 


The airport is a business. Its management cannot be conducted 
effectively under the restrictions which apply to ee Grovern- 
ment operations. ‘The Hoover Commission found, in s Report on 


Federal Business Enterprises, that— 

To make possible more effective management of business enterprises, the 
executive branch and the Congress over the years have turned more and more 
to a corporate form similar to that developed in the business world. 

In the conduct of the business of Washington National Airport by 
the Government, the corporate form of organization would have 
several advantages in terms of the difficulties which I have described. 

The Government corporation has a more flexible, business-type 
budget; it is more of a detailed plan of operations than a rigid ceiling 
on expenditures, and the budget has sufficient flexibility to allow for 
increases of expenditures to follow normal fluctuations in business, 

Corporate receipts from operations are de ‘posite cd in the corporate 
fund and may be reused as required. This fiscal practice would per- 
mit us to spend the income which we receive to provide additional 
services and goods, and we would no longer be restricted to the busi- 
ness predicted in our long-range estimates. The corporation would 
be free of the usual requirement under which conventional govern- 
ment agencies must expend funds during the fiscal year for which they 
were appropriated. This will permit the setting up of usual business 
reserves to cover obsolescence, depreciation and other contingent 
expenses. 

Our accounting practices under corporate organization would be 
the usual business system of cost-accounting under which the cost of 
each operation which produces income could be accurately and cur- 
rently determined as a basis for charges. 

With respect to normal business transactions, government corpora- 
tions are exempted from the provisions of the statute which requires 
that contracts be awarded to the lowest responsible bidder after 
advertisement for bids. Although we do not anticipate any substan- 
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tial departure from the present procedure for advertising for bids on 
most of our contracts, this exemption would permit the airport to 
exercise the discretion of a normal business enterprise to negotiate 
In proper cases. 

A corporation is a familiar business form with which businessmen 
can deal on terms of equality; it can sue and be sued; and it is free 
from the rigid detailed regulation which prevents conventional 
Government agencies from engaging in the normal give and take of 
business dealings. As such, we believe the corporation would offer 
1 greater incentive to businessmen to enter into arrangements for 
mutual profit. 

I understand, incidentally, that the committee has received com- 
munications protesting that incorporation will mean an increase in 
our ¢ harges at the airport. To set the record straight, it is our present 
policy to have the airport move toward meeting its capital as well as 
operating costs, and we are revising our rates and charges accord- 
ingly. We shall consider the same major factors in fixing charges 

hether we are incorporated or not. As old agreements expire, we 
intend to revise our rates and charges to move toward providing for 
amortization of the cost of facilities that depreciate or obsolesce. for 
interest at the Treasury rate on unamortized balances of indebted- 
hess, al d for other direct and indirect costs of administration, main- 
tenance, and operatio1 2 

Incorporation would provide a simpler method of arriving at rea- 
sonable rates and charges through businesslike budget and accounting 
methods. Although interrelated, our recommendation of this legis 
lation and our program for the true cost recovery are not interde 
per dent. 

Incorporation would not immediately enable the airport to meet 
ts capital costs. We have several long-term agreements based on 
olde I’ « hareing Tec hniques \ hich have several years to run. The fact 
that these rates are too low to cover operating plus full capital costs 
} olht result in at least an accounting deficit fo. the next 6 or 7 years. 
This proposal for in orporation of Washington National Airport 
is not original with us. It was first publicly recommended by the 
Hoover Commission in March 1949 as one of its specific proposals. 
More recently, the President of the United States recommended en- 
actment of legislation t incorporate Washington National Airport 
in his budget message for the fiscal year ending June 30, 1955. 

S. 3435 would implement these recommendations. The Depart- 
ment of Commerce favors its enactment. 

The CuarrmMan. Mr. Lee, you have a lease from the Department 
ot Commerce to the Department of the Air Force for the rental of 
hangal space ¢ 

Mr. Ler. Yes, sir. 

The Cramman. What would be the effect on that contract if this is 
enacted / 

Mr. Ler. The Department of the Air Force would be considered 
like any other tenant on the airport, Mr. Chairman. 

The Cuatrman. Would the contract be continued then, or termi- 
nated ? 

Mr. Ler. May I answer that question this way: The arrangements 
with the Air Force in the Washington area are naturally subject to 
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the whole question of the military and civil oper: itions in the area. 
The lease might not be continued if other provisions were made for 
the Air Force. It might be possible to take care of them at other 
bases in the area. We would hope to keep the President’s plane at 
he Washineton National Airport, of course. 

The Cuairman. How do you handle the parking concession out 
there / 

Mr. Ler. There is a parking concession under which the conces 
slohnaire operates certain areas for public parking. There are other 
large areas set aside for parking for employees which are policed DY 
the Washington National Airport police. 

The Cuairman. Have you a contract for transportation with the 
taxicab companies in Washington ¢ 

Mr. Ler. Yes, sin 

Phe CiairmMan. An exclusive contract / 

Mr. Ler. Yes, sir 

Phe CuatrmMan. It has created considerable difficulty in years past. 
It is not so bad now when the officers out there are attempting to 
prevent you from getting a taxicab in town if there are no other taxi 
cabs there. 

By what author ity do you exclude the other taxicabs that are other 
W e licensed to ope rate ? 

Mr. Ler. Mr. Chairman, we have exclusive contracting authority 
under the basic legislation setting up the airport and it has been 
found that, in order to insure transportation se rvice 24 hours a day 
m all types of weather, an exclusive contract is the way to handle it. 

[It also means additional revenue for the Washington National Air 
port itself. 

Conse eque ently, we have felt that the best service to the public would 
be pro idled | by suc haconecession. At the same time, the cost of operat- 
Ing thea port would be reduced by increased revenue, 

The CuatrMan. Who has that contract ? 

Mr. Ler. Airport Transport, Inc. 

The CHarrMan. Isthat a Washington outfit ? 

Mr. Ler. Yes, sir. And they operate both limousine service and 
taxicab service from the airport. 

Phe CuHatrmMan. Are your officers out there directed to prevent other 
taxicabs from picking passengers up if there are no taxicabs available / 

Mr. Ler. I don’t th ink they have been directed to do that, Mr. 
Chairman. However, ley do feel that under the presel tarrangement 
whereby service is a vailable t all times, it is Incumbent that we have 
one contractor to meet the me out there. 

The Cruamman. My question is prompted by the fact that there is 
not always service available. Formerly it was very bad. It is better 
how I vrant you that 

Mr. Ler. Yes, sir. The difficulty with a nonexclusive contract, Mr. 
Chairman, or with a public arrangement, is that when ft he re is a big 
demand for taxicabs in town you find none at the airport. In bad 
weather or in rush hours when tr: insportation is most needed at the 
wirport it is not available there. We found that this is the only way 
to insure that you get continuity of service. I do hope we can move 
toward providing continuous se rvice at the airport. I do think they 
ie eotten additional cars and cabs and are try Ing to meet the needs. 


48 4890—54 3 
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The Cuamman,. As I say, it is much better than it was. It was 
deplorable for a while. And there was a constant annoyance from the 
poli ce oflic ‘ers, if you wot into ¢ another cab, sticking their heads in and 
threatening to arrest the driver. It was almost a public scandal for 
a while. EK verybody was dissatistied with it and there were a lot of 
complaints. As I say, it has been largely corrected now, but if you 
come in to the airport and want a taxi ‘ab and there are none available, 
they pack you in one of those limousines and haul you all over the city 
of Washington before they get you to your destination, and it is 
not good service. 

I wonder if you would make the contract a part of the record here, 
and also the returns from that concession. 

Mr. Ler. Yes. [T will be glad to, Mr. Chairman. 

Senator Scnorrrent. Along that line, I think it is well for us to 
han the record just what Chairman Bricker asked for here. Where 
the service is slow, and sometimes, as it has been in the past, unobtain- 
able for some considerable length of time, that contract when offered 
ito the record will show whether passengers coming into the airport 
and going to a public telephone and calling a taxicab service down- 
Lown, \ ould even be prohibited from having them pick you up. 

Mr. Ler. Yes, sir. The contract provisions mL show the nature 
of the exclusive concession oranted out there. 

Senator Scuorrren. In that kind of a case, if carried to the ulti 
mate, a fellow could sit out there until finally someone showed up. 

Mr. Ler. Yes, sir. 

nator Scuorpret. That would be an abominable operation. 

Mr. Ler. Yes, si 

Senator Scnorrre.. And certainly there ought to be certain lee 
ways and protection to the public that uses the airport there to see 
that the ty pe of service rendered would be competent and fairly con- 
sistent with the demands of the incoming passengers into that airport. 

Mr. Ler. Yes, sir. And we will certainly work toward that objec . 
tive, Senator Schoeppel, and try to avoid any of these incidents in 
he future which have created unpleasantness. We do have the fact 
that the traflic at the airport has grown so rapidly that sometimes 
the number of passengers have outstripped many of the facilities for 
handling them. But I can assure you we will work with Airport 
‘Transport, Inc., to see that it, our concessionaire, will meet the needs. 

Senator Scuorpre.. I have no further questions. 

The CuarrMan. The contract will be made a part of the record at 
this point. 

(‘The contract between Air Transport, Inc., and the United States 
of America for the a of a taxicab service concession at the 
Washington National Airport, and also a tabulation of the total bill- 
ings to Air Transport, Inc., by fiscal years, are as follows:) 


AGREEMENT BrerweeEN Arreort TRANSPORT, INC., AND THE UNITED STATES OF 
AMERICA FOR THE OPERATION OF A TAXICAB SERVICE CONCESSION AT THE WASH- 
INGTON NATIONAL ATRPORT 

Dated: Jury 1, 1951 


AGREEMENT, Made this Ist day of July 1951, by and between the United States 
of America acting by and through the Administrator of Civil Aeronautics (here- 
inafter referred to as the “Government”), and Airport Transport, Inc., a cor- 
poration organized and existing under and by virtue of the laws of the State 
of Delaware (hereinafter referred to as the “Company”), 
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WITNESSETH: 

Wuereas, the Government is the owner of the Washington National Airport, 
Gravelly Point, Virginia (hereinafter referred to as the “Airport’’), at which 
Airport aircraft engaged in the transportation of persons, property and mail by 
air do arrive and depart; 

Whereas, it is considered in the interest of the Government and the public 
to have ground transportation provided by taxicab, motor-coach, and/or limou- 
sine from the Airport controlled by the Government ; 

Wuereas, the Government has determined that the privilege and right to 
operate transportation services by taxicab, motor-coach and/or limousine here- 
inafter referred to as Taxicab Service from the Airport shall be granted to a 
concessionaire for the operation of such facilities: 

Now, THEREFORE, In consideration of the premises and in consideration of the 
charges, fees, covenants, and agreements contained herein, the parties hereto 
agree as follows: 

ARTICLE I. GENERAL RIGHTS OF COMPANY 

The Government does hereby grant unto the Company, subject to all the 
terms, conditions, and covenants of this Agreement, full authority to have and 
to exercise the following rights, powers, and privileges on and in connection 
with the Airport: 

(A) The sole privilege and right to operate taxicab service for passengers 
and baggage originating at the Airport from any point on the Airport 

(B) The sole right to transport for hire passengers from any point on the 
Airport to any other point on the Airport. 

(C) The use of such space on the parking area and the driveways of the 
Airport for the conduct, operation and maintenance of taxicab service, together 
with the right of access, ingress, and egress to and from such space by employees, 
contractors, suppliers, servicemen, business visitors, licensees, guests, patrons, 
and invitees of the Company, as may be assigned by the Airport Director. 

(D) The use of approximately one hundred and sixty (160) square feet of 
space in the north vestibule of the Terminal Building for the conduct and opera 
tion of an office, for which no rental charges or fees shall be made by the Gov- 
ernment: Provided, That in the event all or any of such space is required, in 
the judgment of the Airport Director, for other use, the Airport Director shall 
have the right, upon thirty (80) days’ written notice to the Company, to require 
the Company to vacate such space provided other space in the Terminal Build 
ing of approximately equal area, and at a convenient location, is made avail- 
able to the Company for the conduct and operation of an office in 
with the terms and conditions of this Agreement. 

(E£) The use of approximately four hundred and eighty six (486) square feet 
of space in room number 280 located on the second floor of the Terminal Build 
ing for which the Company shall pay the Government a rental fee of two dollars 
($2.00) per square foot per annum, prorated on a monthly basis and payabl 
monthly in advance on the first day of each and every month. 

(I) In addition to the space herein allocated 


accordance 


to the Company, the Govern 
ment hereby leases unto the Company, four thousand (4000) square feet of 
space in Barracks Buildings T-1501 and T-1502 to be used as a garage by the 
Company. The Company agrees to pay the Government for the use of such 
space, One hundred dollars ($100.00) per month and shall pay for all metered 
electricity used on the premises. The Government agrees to furnish the Com 
pany heat and water to be used on the premises by the Company at no cost 
to the Company. If the Company finds that repairs to the premises are neces- 
sary during the term of this agreement, the Company agrees to make such repairs 
at its own cost and expense after securing the approval thereof from the 
Airport Director. 

(G) The right to install and operate signs in the Terminal Building and on 
the Airport for the purpose of identifying the Company and informing the 
public of the services offered by the Company and the charges made therefor. 

The number, size, location and the general type and design of such signs 
to be subject to the approval of the Airport Director. 

(H) The exclusive right to have on and about the Airport on those places 
on the driveways and the parking area specifically assigned by the Airport 
Director such motor vehicles as may be necessary for the efficient and economical 
conduct of the business of the Company. 
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ARTICLE II ERM OF AGREEMENT 
(A The Company sha have the exercise the said rights, powers, and 
privileges set forth Article I hereof fo term beginning on the Ist day of 
July 1951 nd termina gy five (.) eal nite Si date, unless sooner 
terminated as hereinafter provided 
(Lb) in view of the ca investme) nad ! e made by the Company 
the ecessary equipment to carry out tl of this Agreement and the 
prol e necessity for add ms from time ‘ ring the term of this Agree 
rie it is hereb ivreed 1 t tl Agreement may, in the discretion of the 
Administrator, be renewed f rther five ») ar periods upon terms to be 
m greed upon by tl Ad nistra the pany 
LOLI LA I FEES 
Che Company agrees to pay the Government the following charges and fees for 
1 ll the premises, except the space set forth in Article | (FE), and for 
t rigl p ers nd prir ! ed under s Agreement 
\ a nd after Ju Ll, 19 he Company s pay charges and fees 
‘ en per centum (10 f the SS receipts ed during the term of 
\vreenm fron he ¢ el operation « | ib Service from the 
\ ' 
Sue hat ind fee sl “ n on July 1 l d sh be payable 
f Phe ! S such nee we determined in the 
’ desc? rey ' \ ‘ XN d subsectic (3) f Article XXVI hereof: 
I’) Phat if the ( i hl \greeme! terminates prior to the end of a 
mon i” thie i nd fees sl | e dete lL on the isis of the 
re pt fo he d du u L ye 0 W within the term of 
Acreenme 
B ir nand aft vy 1, 1951, the ¢ inv sh l ldition to the charges 
od red sunnt to Pa ! \) of th Article Ill, pay 
S e-] pel ! ! b Vhich the gross 
! d ! ( ny’s operati \ e m the 
duril 1 I eal rceed hut i tl isand dollars 
S 000 d an additi two and one-half per centum (214%) of the 
which such eed three hundred ul d lars ¢€S300,000 ) 
, ’ | ve f t] ( I li 0 tion cof y 
} Sig i he A ] rt init l al the metre 
f Wasl 1). ¢ i} oO fit rate of 10% and 
s sh t b | gross revenues f the purpose of applying 
rate rate { i his At 
{ pu i g h (B) « | ‘ ear sha begin on 
1 } nn ) lowing « ‘ | ven ommencing with 
> I term of t Acreemé terminates prior to 
d h { r, the charges and fees payable pursuant to this 
su al col a \ SI l, in 1 1 of being based 
on d l ty thousand dollars ($150,000) and three 
{ ne < S300.000 ) spe e for the Taxicab Service be 
‘ s iltiplied by the numb ft days in such fractional 
a } sua ) s P iph (B) shall be paid 
rt ) ¢ wing the end of each contract year, and shall 
which ed to determine the payment of 
d fee during sucl ut year under the terms of 
l g | h Art [i] 
( \ ding any of the provisions of P graphs (A) and (B) of this 
\ Lil, t l PI tl I ! He ¢ I ( irges had tees paid Dy 
e Col iny under Paragraphs (A) and (B) of this Article I1I do not exceed for 
ol ‘ th v-five ousand dollars ($35,000) the Company shall 
he ¢ I ( ount by which such charges a fees fail to equal 
‘ al ¢ s (Ss MM) ) Such payment shall be made within the 
thirt 0) days mediate following the end « y contract year in which 
euch deli | be i rred 
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ARTICLE IV UNDERTAKINGS OF TITLE GOVERN MENT 


The Government agrees: 

(A) To provide electric light and telephone outlets and heat for the space to 
be occupied by the Company as set forth in Article I (D) and (EB). 

(B) To make adequate provision for parking space for the sole use of the 
Company for such motor vehicles as may be necessary for the efficient and 
economical conduct of the Company's business, such space to be suitably marked 
indicating the exclusive right of the Company to the use of such space. 

(C) To provide suitable and adequate space on the driveways near the main 
entrance or entrances of the Terminal Building for the sole use of the Company 
in having available, near such entrance or entrances, an adequate number of 
motor vehicles; such space to be adequately and suitably marked indicating the 
exclusive right of the Company to the use of such space. 

(D) To prohibit any vehicle, other than that of the Company, to carry for 
hire passengers and their baggage, originating at the Airport, from the Airport: 
Provided, That this shall not apply to regularly scheduled service operated by 
the A. B. & W. Bus Company or its successor 

(E) To prohibit any taxicab company, bus company or any carrier by motor 
vehicle to hire, other than the Company, to use space in the Terminal Building, 
to install signs in the Terminal Building or on the Airport, or to have on the 
Airport starters, guides, clerks or solicitors or business. 

(F) To incorporate in regulations controlling the Airport the necessary 
provisions to carry out and effectuate its agreements and covenants set forth 
herein and to at all times enforce such regulations. 

(G) To repair and maintain in good condition, subject to the availability of 
funds, therefor, the Terminal Building and the grounds of the Airport to the 
extent to which the Company or other users or lessees of space or other licensees 
at the Airport are not obligated to perform such repair and maintenance. 


ARTICLE V. EQUIPMENT OF THE COMPANY 


(A) The Company covenants and agrees that at its own cost and expense it 
will furnish adequate and efficient 24-hour transportation service by means of 
taxicabs, motor coaches and/or limousines from the Airport, without limiting 
the generality of the foregoing, the Company further agrees: 

(1) To have, taxicabs, motor coaches and/or limousines available at the 
Airport in such numbers and at such times as the Airport Director or his duly 
authorized representatives may determine to be necessary for the proper and 
adequate conduct of twenty-four (24) hour transportation service from the Air- 
port to the metropolitan area of the City of Washington, D. C. 

(2) To obtain all permits, approvals, licenses, certificates and other authoriza- 
tion necessary for the conduct of a taxicab service to and from the Airport and 
the metropolitan area of the city of Washington, D. C 

(3) To furnish at its own cost and expense drivers, guides, starters, clerks 
and such other employees as may be necessary for the proper conduct of the 
Taxicab Service who are capable of adequate and efficient performance of their 
duties and who are possessed of all permits, approvals, licenses and certificates 
required by any applicable law of the State of Virginia or the District of 
Columbia. 

4. To provide all desks, chairs, and other office furniture and equipment which 
the Company may find necessary for use in the space provided in the Terminal 
Building. 

(B) The taxicabs, motor coaches and/or limousines, permits, approvals, li 
censes, certificates, material and other items agreed to be furnished by the 
Company in Paragraph (A) of this Article V (hereinafter sometimes referred 
to as “operating facilities”) shall be made available and ready by the Company 
on July 1, 1951: Provided, That in the event the Company's performance of its 
obligations under Paragraph (A) of this Article V is prevented or interrupted 
by strike, riot, storm, flood, act of God, or any act or state of war or public 
emergency, or any other cause beyond the control of the Company and not 
caused by any act or failure to act by the Company, the date on which the 
Company is required to have operating facilities ready and available shall 
be deferred for a period of time equal to the number of days the Company's 
performance was so prevented or interrupted. 
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In addition, the Government reserves the right at anytime during the term 
of this Agreement to obtain taxicabs, motor coaches and/or limousines from 
any available source for the purpose of carrying passengers and their baggage 
from the Airport to the metropolitan area of the City of Washington, D. C., 
whenever, due to any cause, the Company does not have available at the Airport 
sufficient taxicabs, motor coaches and/or limousines to render adequate and 
prompt transportation service from the Airport to the metropolitan area of the 
City of Washington, D. C.:Provided, That the Government shall immediately 
discharge or otherwise cause such other taxicabs, motor coaches and/or limou- 
sines to quit the grounds of the Airport as soon as the Company shall remedy 
such defect in its service. 

(C) The Administrator shall have the right to disapprove the color design of 
any of the taxicabs, motor coaches and/or limousines and to disapprove office 
furniture and other equipment required of the Company under Paragraph (A) 
of this Article V, which are of a design, quality, condition, or color arrangement 
which, in his judgment, will not be in keeping with the general character of the 
‘Terminal Building and Airport: Provided, That the Company shall have the 
right to engage, for a limited period of time only, taxicabs, motor coaches and/or 
limousines operated by other companies for the purpose of rendering transporta- 
tion service under the terms of this Agreement, but in no event shall the number 
of taxicabs, motor coaches and/or limousines operated by the Company under such 
an arrangement with other companies exceed 25% of the total number of taxi- 
cabs, motor coaches and/or limousines operated by the Company under the terms 
of this Agreement. 

In the event that the service rendered by the Company is not, in the judgment 
of the Administrator, capable of providing prompt, adequate and suitable trans- 
portation service from the Airport to the public, the patrons of the Airport, and 
the employees of the air carriers, other concessionaries at the Airport, and the 
Government, the Administrator may require the Company to supply, within a 
reasonable time, the additional taxicabs, motor coaches and/or limousines neces- 
sary to remedy such deficiency. 


ARTICLE VI. RATES AND FARES 


Subject to the terms of the necessary permits, approvals, licenses, and certifi- 
cates therefor, the Company shall provide limousine service between the Airport 
and Zone No. 1 in the City of Washington, D. C., at a tariff of ninety cents (90¢) 
for each passenger, the charges for passengers to other Zones to be subject to 
the approval of the Airport Director, and shall provide service in metered taxi- 
cabs at a tariff of thirty cents (30¢) for the first one-third of a mile (44) and ten 
cents (10¢) for each one-third of a mile or fraction thereof thereafter, all such 
tariffs to be posted in a conspicuous place in each vehicle, the place and manner of 
such posting to be subject to the approval of the Airport Director: Provided, That 
the Company may from time to time during the term of this Agreement, but only 
with the written approval of the Administrator, change such tariffs, except as 
may be prohibited by any other proper governmental authority. 


ARTICLE VII. MAINTENANCI AND OPERATION BY THE COMPANY 


In addition to the covenants and agreements contained herein specifying the 
operating facilities, services, personnel and methods, by which the Company 
shall operate the Taxicab Service Concession, the Company further covenants 
and agrees that it will during the term of this Agreement at all times keep such 
operating facilities, personnel and methods of operation in a condition necessary 
for the adequate and proper performance of its duties under this Agreement. 
Without limiting the generality of the foregoing the Company further agrees: 

(1) To replace from time to time with satisfactory equipment any taxicab, 
motor coach and/or limousine used in furnishing transportation facilities under 
the Taxicab Service Concession at the Airport which has through continued 
operation, collision, fire or other cause become unsafe or in any other way no 
longer suitable to furnish services of a kind and a nature in keeping with the 
general character of the Terminal Building and the Airport. 

(2) To keep at its own cost and expense all taxicabs, motor coaches and/or lim- 
ousines used in the conduct of the Taxicab Service Concession, clean and in good 
appearance, both on the outside and inside, and in a condition for safe operation. 

3) To have employees of the Company rendering services at the Airport 
clothed at all times while on duty in a neat uniform of standard type. 
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(4) The Company shall prohibit and restrain its agents, servants, and em- 
ployees from loud, noisy, and persistent announcement of the services offered by 
the Company on or about the Airport, and shall display only such signs or ad- 
vertising materials as will be in keeping with the general appearance of the 
Terminal Building and the Airport, which signs and advertising materials first 
shall have been approved by the Administrator as to the size, place, manner of 
display, and subject matter. 

(5) The Company shall comply at its own cost and expense with all Federal, 
State, or local laws, ordinances, rules, or regulations, now or hereafter in force, 
which may be applicable to the operation of its business at the Airport; and 
shall obtain and pay for all permits, approval, licenses and certificates necessary 
for the operation thereof, and shall pay all fees and charges assessed under 
State, local, or Federal statutes or ordinances insofar as they are applicable 
thereto. The Company shall not use, or suffer or permit any person to use, any 
portion of the Airport or Terminal Building occupied by it under this Agreement 
for any illegal, immortal or bawdy purposes, and the Company shall protect, 
indemnify and save harmless the Government, its authorized agents or repre- 
sentatives, from and against any damage, penalty, fine, judgment, expense, or 
charge which may be suffered, imposed, assessed, or incurred by reason of the 
violation, disregard, or breach of any law, ordinance, order, or regulation, or 
by reason of any act, neglect, or omission of the Company or by any agent or 
employee of the Company. Any violation of this Paragraph (5) by or on behalf 
of the Company shall constitute a breach of this Agreement provided the Com- 
pany on due notice in writing does not take immediate remedial measures 
acceptable to the Administrator. 


ARTICLE VIII. METHOD OF REPORTING GROSS RECEIPTS 


The Company shall submit monthly certified statements of revenue received 
during each calendar month not later than the fifteenth (15th) day of each 
subsequent calendar month. Such statements shall show the assessable revenue 
by amounts subject to escalation and by amounts not subject to escalation, and 
all income from sight-seeing, and any other sources permitted under the terms 
of this agreement. Such statements shall also show non-assessable income by 
categories. The Company shall permit the Administrator or his duly authorized 
agents to make a periodic eXamination of the Company’s records from which the 
certified statements have been prepared. 

The Company shall furnish the Airport Director with a certified statement 
of revenue from any public accounting firm which the Company may retain for 
the purpose of auditing the accounts and records of the Company, and if the 
accounting firm's certification differs in amount from the cumulative amounts 
previously certified by the Company the difference shall be reconciled by the 
accounting firm at the expense of the Company and the appropriate financial 
adjustments shall be made, 

The Company shall maintain and retain all its records concerning its business 
at the Airport until after an audit is made by the Administrator or his repre- 
sentative and the certified statements have been accepted by the Administrator or 
his representative, 

ARTICLE IX. CONDUCT OF BUSINESS 


(A) The Company covenants and agrees that all charges for services rendered 
at the Airport made by it or any of its employees in connection with the Taxicab 
Service Concession shall be for cash. 

(B) The Company covenants and agrees that, except as may be otherwise 
provided in other contracts entered into between it and the Government, it will 
not engage in any business at the Airport other than that permitted under the 
terms of this Agreement. 

(C) The Company covenants and agrees that at all times during the term of 
this Agreement it will keep all taxicabs, motor coaches and/or limousines used 
in the Taxicab Service Concession fully insured in accordance with applicable 
requirements for insurance as provided for in the District of Columbia and the 
State of Virginia. 

ARTICLE X. LIABILITY OF GOVERNMENT 


The Government shall not be liable for any damages or injury which may be 
sustained by the Company or which may result to their goods or chattels from 
any cause whatsoever, whether such damage or injury shall be caused by the 
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negligence of the Government, its agents, or employees or not. The Company 
shall assume all risks incident to or in connection with its business to be con- 
ducted hereunder and shall be solely responsible for all accidents or injuries 
of whatever nature or kind to persons or property, and shall indemnify, defend, 
and save harmless the Government from any penalties for violation of any law, 
ordinance, or regulation affecting or having application to the operation of such 
business, and from any and all claims, suits, losses, damages or injuries to per- 
sons or property of whatsoever kind or nature arising directly or indirectly out 
of the operation of such business, or resulting from the carelessness, negligence, 
or improper conduct of the Company or any of its agents or employees. The 
Company, at its own cost and expense, shall take out and carry throughout the 
term of the agreement a standard form of public liability and property damage 
insurance (Owners’, Landlords’ and Tenants’ Liability Policy) in the amount of 
$50,000 and $100,000 public liability and $25,000 property damage. All policies 
under this Article shall be delivered to the Administrator immediately upon 
execution thereof and shall be held as security for compliance with the pro 
visions of this Article by the Company 


ARTICLE XI TERMINATION BY THE GOVERN MEN’ 


(A) The Government shall have the right to terminate this Agreement in its 
entirety immediately upon the happenings of any of the following events: 

(1) Filing by the Company of voluntary petition in bankruptcy ; 

(2) The making by the Company of any general assignment for the benefit 
of creditors; 

(3) The occurrence of any act which operates to deprive the Company perma- 
nently of the rights, powers, and privileges necessary for proper conduct and 
operation of the Taxicab Service Concession granted herein : 

(4) The abandonment and discontinuance of the operation of the Taxicab 
Service by the Company: and 

(5) The failure by the Company to perform, keep, and observe any of the 
terms, covenants, and conditions herein contained on the part of the Company 
to be performed, kept, or observed after the expiration of thirty (30) days from 
the date written notice has been given to the Company by the Government to 
correct such default or breach 

In the event of such termination, the Government shall have the right at once 
and without further notice to the Company to enter and take full possession of the 
space occupied by the Company under this Agreement, by force or otherwise, 
and with or without legal process to expel, oust and remove any and all parties 
who may oceupy any portion of the Airport and any and all goods and chattels 
not belonging to the Government that may be found within or upon the same, 
and without being liable to prosecution or to any claim for damages therefor. 

Upon such termination by the Government, all rights, powers and privileges of 
the Company hereunder shall cease, and the Company shall immediately vacate 
any space occupied by it under this Agreement and shall make no Claim of any 
kind whatsoever ainst the Government, its agents or representatives by reason 
of such termination or any act incident thereto. 

(BB) The Government, in addition to any other rights of termination, may 
terminate this Agreement in its entirety by thirty (30) days’ written notice in 
the event that the premises shall be required for the use of the United States in 
the interest of national defense 

(C) The acceptance of charges and fees by the Government for any period, 
or periods, after a default of any of the term, covenants, and conditions herein 
contained to be performed, kept, and observed by the Company, shall not be 
deemed a waiver of any rights on the part of the Government to terminate this 
\greement for failure by the Company so to perform, keep, or observe any terms, 
covenants, or conditions hereof to be performed, kept and observed. No waiver 
of default by the Government of any of the terms, covenants, or conditions 
hereof to be performed, kept, and observed by the Company shall be construed 
to be or act as a waiver of any subsequent default, or any of the terms, covenants 
and conditions herein contained to be performed, kept and observed by the 
Company. 





ARTICLE XIT. LIQUIDATED CLAIMS 


For the more effectual securing to the Government of the charges and fees 
provided in Article III, it is agreed as a further condition of this Agreement 
that the filing of any petition under any State or Federal bankruptcy or in- 
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solvency laws by the Company, or the making by the Company of a general 
assignment for the benefit of creditors, shall be deemed to constitute a breach 
of this Agreement and thereupon, ipso facto, and without entry or other action 
by the Government, the term shall cease 

Notwithstanding any other provisions of this Agreement, there is reserved 
to the Government, and the Government shall forthwith upon such termination 
be entitled to recover as damages and not as a penalty for such breach, the 
amount by which the minimum guarantee secured by the Government from such 
other operator of the Taxicab Service Concession as the Government may con 
tract with fails to equal, for the remaining portion of the term of this Agreement, 
the amount which the Government would have received, during the same period, 
under the minimum guarantee given the Government by the Company stipulated 
in Paragraph (C) of Article IIT hereof 

If any involuntary petition is filed against the Company under any State or 
Federal bankruptcy or insolvency law or there is filed any petition for the 
appointment of a receiver or trustee for the assets or business of the Company, 
the Company shall continue to operate under the terms of this Agreement until 
a receiver or trustee shall be appointed by such State or Federal court and such 
receiver or trustee shall continue the operation: Vrovided, however, That if, 
in either event, the Company shall within a reasonable time after such appoint- 
ment have the same vacated, terminated or set aside, then this Agreement shall 
be reinstated as if there had been no breach and the suid damages shall be waived, 
provided the Company shall within five (5) days after the denial, termination, 
or setting aside of such appointment, pay or discharge any and all sums of 
money which may have become due under the Agreement in the interim and sha!l 
then remain unpaid and shall likewise fully perform and discharge all other 
obligations which may have accrued or become due and payable in the interim 


ARTICLE XIII. CANCELLATION BY THE COMPANY 


In the event that the Government shall fail to perform or observe the terms, 
covenants, and conditions to be kept, performed, and observed by the Govern 
ment, and the Government shall fail to perform such terms, covenants, and 
conditions within sixty (60) days from receipt of a written notice by the 
Company informing the Government of such failure so to perform, the Company 
may cancel this Agreement in its entirety and terminate all or any of its 
obligations hereunder by twenty (20) days written notice. 


ARTICLE XIV. RULES, REGULATIONS AND STATUTES 


The Company, during the term of this Agreement, shall observe and obey all 
rules and regulations which now are in force or which may hereafter be issued 
by the Administrator for the care, operation, maintenance, and protection of the 
Airport, and all laws applicable to the operation by the Company. 


ARTICLE XV. BONDS 


The Company agrees that it will execute and deliver to the Administrator 
within thirty (30) days after the execution of this Agreement, or at such later 
time as may be approved in writing by the Administrator, a valid bond payable 
to the United States of America in the amount of thirty-five thousand ($35,000) 
issued by any corporation authorized by the Secretary of the Treasury of the 
United States of America to act as surety on performance bonds, which bond 
shall be conditioned upon the full and faithful performance by the Company of 
each and all of its covenants, agreements, and undertakings set forth in this 
Agreement. 

This Article shall not be construed as prohibiting a bond delivered to the 
Administrator from being replaced by another bond which meets the requirements 
of this Article. 

ARTICLE XVI, WARRANTY AGAINST SOLICITING 


The Company represents and warrants that it has neither solicited the 
execution of this Agreement nor the granting of rights, powers, and privileges 
under this Agreement by the payment of a contingent fee or other emolument to 
any official of the United States of America or any other person directly or 
indirectly concerned with the execution of this agreement on behalf of the 
United States of America nor employed or retained a company or person (other 
than a full-time employee) to solicit or secure this Agreement. 


48489—54—_4 
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ARTICLE XVII, OFFICIALS NOT TO BENEFIT 


No member of or Delegate to Congress, or Resident Commissioner, shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this provision shall not be construed to extend to this contract 
if made with a corporation for its general benefit. 


ARTICLE XVIII. ASSIGNMENT OF CONTRACT 


The Company shall not at any time, without the consent in writing of the 
Administrator, assign or transfer this Agreement or any part thereof or any 
right, power, or privilege hereunder. 


ARTICLE XIX. WAIVER OF PERFORMANCI 


The failure of the Government to insist in any one or more instances upon a 
strict performance by the Company of any of the provisions, terms, covenants, 
reservations, conditions, or stipulations contained in this Agreement shall not 
be considered as a waiver or relinquishment thereof for the future, but the same 
shall continue and remain in full force and effect, and no waiver by the Govern- 
ment of any provision, terms, covenant, reservation, condition, or stipulation 
hereof shall be deemed to have been made in any instance unless expressed in 
writing and signed by the Administrator. 


ARTICLE XX. COPARTNERSHIP 


It is further mutually understood and agreed that nothing herein contained 
is intended, or shall be construed, as in anywise creating or establishing the 
relationship of copartners between the parties hereto or as constituting the 
Company as the agent or representative of the Government for any purpose or 
in any manner whatsoever. 


ARTICLE XXI. SUCCESSORS 


It is further mutually stipulated and understood that the entire agreement 
between the parties hereto is contained herein and that each and every provision 
thereof shall be binding upon said parties, respectively, and upon their suc- 
cessors, legal representatives and assigns. 


ARTICLE XXII. ADDITIONAL CONCESSIONS 


The Government agrees that during the term of this Agreement it will not 
enter into any agreement with any other person or persons for the operation 
by such person or persons, on the Airport as now bounded or as it may hereafter 
be bounded, of any concession of the same nature as herein granted or of a 
character to be prejudicial to, or competitive with, the concession herein granted. 

It is further mutually agreed and understood that as a part of the Taxicab 
Service Concession described herein the Company shall have the right to operate 
a “Sight Seeing Concession” by motor vehicle originating at the Airport. The 
rates and fares charged by the Company for such transportation service shall 
be determined by mutual agreement between the Company and the Government 
before any such service shall be begun by the Company. All other terms, condi- 
tions and limitations of this Agreement shall be applicable to the operation of 
this sight seeing service by the Company. The revenues derived from this sight 
seeing operation shall be included in the gross receipts on which the Company 
shall pay charges and fees as set forth in Article III herein. 

It is agreed that if for any reason the Company fails to operate the Sight 
Seeing Concession, once it is approved by the Administrator, for a period of sixty 
(60) days or such period of time as the Administrator may determine in writing, 
the Administrator may exclude this concession from the contract and grant said 
concession to such other contractor as he may designate. 


ARTICLE XXIII. NOTICES 


Notices to the Government provided for herein shall be sufficient if sent by 
registered mail, postage prepaid, addressed to the Administrator of Civil Aero- 
nautics, Department of Commerce, Washington, D. C.; and notices to the Com- 
pany, if sent by registered mail, postage prepaid, addressed to the Company 
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at the Washington National Airport or to such other respective addresses as 
the parties may designate in writing from time to time. 


ARTICLE XXIV. HEADINGS 


The article headings are inserted in this Agreement only as a matter of con- 
venience and for reference and in no way define, limit, or describe the scope or 
intent of any provision of this Agreement. 


ARTICLE XXV. ADJUSTMENT OF MINIMUM GUARANTEE 


In the event that the Company’s performance of its obligations under this 
agreement is prevented or interrupted by strike, riot, storm, flood, act of God, 
or any act or state of war, or public emergency, or any other cause beyond 
the control of the Company and not caused by any act or failure to act by 
the Company, the minimum annual amount payable to the Government as set 
forth in Article III (¢) shall be adjusted downward in a ratio of the number of 
days performance is prevented or interrupted bears to 365: Provided, however, 
That the first fourteen days during which such performance is prevented or 
interrupted shall not be counted for the purpose of making such adjustment. 


ARTICLE XXVI. DEFINITIONS 


As used in this Agreement, unless the context otherwise requires: 

(1) The term “Administrator” shall mean the Administrator of Civil Aero- 
nautics in the Department of Commerce or such other officer, agency or agencies 
of the Federal Government having a similar jurisdiction from time to time over 
the Airport; 

(2) The term “Airport Director” as used in this agreement shall be construed 
as referring to the person designated and appointed by the Administrator as 
the official in charge of the Airport; 

(3) The term “gross receipts” shall include all revenues derived by the Com- 
pany from the operation of the taxicab service carrying passengers and their 
baggage originating at the Airport and from the Sight-Seeing Concession when 
operated by the Company. 

(4) The term “metropolitan area of the City of Washington, D. C.” shall in- 
clude all suburban cities and towns located in the District of Columbia, Virginia 
and Maryland found as a part of the Commercial Zone of Washington, D. C. by 
order of the Interstate Commerce Commission, Ex Parte No. MC7 dated the 
26th day of October 1937, as amended. 


ARTICLE XXVIII. INVALID PROVISIONS 


It is further expressly understood and agreed by and between the parties 
hereto that in the event any covenant, condition, or provision herein contained 
is held to be invalid by any court of competent jurisdiction, the invalidity of 
any such covenant, condition, or provision shall in no way affect any other 
covenant, condition, or provision herein contained: Provided, That the invalidity 
of any such covenant, condition, or provision does not materially prejudice either 
the Company or the Government in their respective rights and obligations 
contained in the valid covenants, conditions, or provisions in this Agreement. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of 
the day and year first above written. 

UNITED STATES OF AMERICA, 
sy «OC. F. Horne, 
Administrator of Civil Aeronautics. 
AIRPORT TRANSPORT, INC. 
By Rosert G. TuHacn, Vice President. 
By Moe LERNER, Treasurer. 


SECRETARY'S CERTIFICATE 


I, Robert G. Thach, certify that I am the Secretary of ArrporT TRANSPORT, 
Inc., named as the Company in the foregoing Agreement and certify that Robert 
G. Thach and Moe Lerner, who signed said Agreement on behaM of the said 
Airport Transport, Inc., were the Vice President and Treasurer, respectively, 
of said corporation on the date they signed said Agreement; that said Agree- 
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ment was duly signed by them for and on behalf of said corporation by authority 
of its Board of Directors, and that said Agreement is within the scope of its 
corporate powers 

IN WITNESS WHEREOF I have hereunto set my hand and the seal of said 
ration this 30th day of June 1951 


Roser? G. Tuacn, Secretary. 





Tot harges and fees billed to Air Transport, Inc., under agreements with the 
/ ted States of America for the operation of a taxicab service concession at 
the Washington National lirport, 194.2 a4 

Fiscal vea 

1954 (10 months) $ 73. 347.70 
1935 110, 623. 11 
1952 105, 055. 038 
1951 S2, TSS. 83 
1O50 : 54, 286. 89 
1940 416, 527. 35 
1948 44,115. 37 
1947 48, 122. 03 
1946 33, 912. 85 
145 20, 176. SO 
1944 *15, 100. 00 
1943 15, 100. 00 
1942 16, 081. 60 

Total 665, 187. 56 

Less adjustment for « court settlement of disputed billings for 


nt 
the years 1942 and 1945 through 1949, involving exceptions to con 
tractual provisions : 


Total exceptions claimed by Airport Transport, Inc $32, 920. 83 

Agreed settlement 25, 045. 66 
Difference to he deducted 9, S75. 17 
Total revenue received from Airport Transport, Inc 655, 312. 39 

M mum guaranty der contract 


The Crarmman. I have a letter here from Senator Byrd, suggesting 
an amendment excluding a corporation having any jurisdiction over 
the Fairfax County Airport. You have no objection to that, of course, 
and have no intention of taking it into this corporation. 

Mr. Ler. Mr. Chairman, this bill as it is now is limited to the Wash- 
ington National Airport and does not include the Burke Airport. 

The Cuamman. We will make it a part of the record and assure 
Senator Byrd that is the situation. 

(The document referred to is as follows :) 


UNITED STATES SENATE, 
COM MITTEE ON FINANCE, 
Vay 21, 1954. 
Hon. JoHN W. BrIicKER 
United States Senate 


My Dear Jonn: In connection with your bill, S. 3435, there has been quite a 
controversy, as you know, in regard to the Burke Airport Up to this time, the 
Commerce Department has been opposed to this airport, which was authorized 
prior to the Eisenhower administration 

By reason of this, I would appreciate it very much if you would incorporate into 
your bill the enclosed amendment 

I have submitted your bill to the director of the division of aeronautics of the 
State Corporation Commission of Virginia and Virginia has no objection to the 
bill, but I hope the amendment enclosed will be approved by you 

With kindest regards, I am 

Faithfully yours, 


. 


Harry F. 


BYRD. 
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SEC . None of the provisions of this Act shall apply, nor are any intended to 
apply, to any real property acquired in Fairfax County, Virginia, by the United 
States Government, or by any agency thereof, pursuant to the authority granted 
in Public Law 762, Eighty-first Congress, second session, approved September 
7. 1950 


The Cuairman. That is all, Mr. Lee, unless you have something 
further. 

Mr. Griffin, have you anything further / 

Mr. Grirrin. No, sir, I have not. 

The Cuairman. Thank you very much. 

Mr. Owen A. Kane for the General Accounting Office. 


STATEMENT OF OWEN A. KANE, LEGISLATIVE ATTORNEY, GEN- 
ERAL ACCOUNTING OFFICE, ACCOMPANIED BY LEO MILNER, 
SUPERVISORY AUDITOR, AND JOHN C. FENTON, ASSISTANT TO 
THE DIRECTOR OF AUDITS 


Mr. Kane. Good morning, Mr. Chairman. 

The Carman. It has been suggested we make your report a part 
of the record here. 

Mr. Kane. Thank you, Mr. Chairman. 

The Cuamman. The report of Frank H. Weitzel, Acting Comp 
troller General of the United States. 

Mr. Kane. Yes, sir. 

The Cuamman. And the report on audit of revenue from con 
cession contracts of the Washington National Airport. 

Mr. Kane. Yes, sir. 


(‘The documents referred to are as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, May 20, 1954 
Hon. JoHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

DearR Mr. CHAIRMAN: This is in reference to your letter of May 12, 1954, 
requesting the views of the General Accounting Office concerning the incorpora- 
tion of the Washington National Airport as proposed in the bill S. 3435, 83d 
Congress. 

As a general proposition the corporate form of a Government instrumentality 
can be justified only by the most compelling reasons or overruling public neces- 
sity Accordingly, the General Accounting Office has carefully considered the 
reasons advanced by the Department of Commerce in its letter of May 6, 1954, 
to the President of the Senate in proposing legislation to incorporate this activ 
ity, but I do not think that the reasons advanced warrant enactment of the 
legislation. 

This Office is not aware of any reasons why the purposes sought to be accom- 
plished could not be realized without the creation of a new corporation. It 
has taken Congress 9 years since the passage of the Government Corporation 
Control Act of 1945 to reduce the plethora of Government corporations to the 
present number. 

One of the reasons stated in support of the proposed legislation is that the 
Hoover Commission found in its report dated April 1, 1949, on Federal business 
enterprises that the airport was a straight-line business enterprise for which 
incorporation was appropriate “so as to secure greater flexibility in management 
and simpler accounting, budgeting and auditing methods.” Also, it was stated 
that the corporate form of agency in which “appropriated funds can be used 
until expended, and revenues used as received” would eliminate the difficulty 
of having to pay expenses from annual appropriations and depositing revenues 
into the Treasury as miscellaneous receipts. 
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Government accounting, budgeting, and auditing procedures have been modern- 
ized by the provisions of the Budget and Accounting Procedures Act of 1950, 
which eliminated the inflexibility of Government fiscal procedures that had been 
considered as a handicap in conducting Government business enterprises. Thus, 
Congerss has provided ample authority whereby business-type accounting, budg- 
eting, and auditing methods can be applied to Government business-type opera- 
tions. This need only be supplemented by an authorization for the Secretary 
of Commerce to conduct the airport operations through a revolving fund 
account, capitalized as proposed in the bill, in order to have the airport operated 
as a business entity. The fund could be charged with all ordinary business ex- 
penses, including depreciation and interest, and employees’ retirement, disability, 
and compensation costs and could receive all revenues. 

The revolving fund is utilized in connection with many noncorporate business- 
type activities of the Government including the Bureau of Engraving and 
Printing (31 U. 8. C. 18la), the Government Printing Office, the General Supply 
Fund of the General Services Administration, the National Bureau of Standards, 
and the Small Business Administration (67 Stat. 233 

As pointed out at page 9 of the enclosed copy of the report of the Senate 
Committee on Government Operations on Audit Reports of Government Corpo- 
rations and Agencies (S. Rept. No. 861, 88d Cong.), “experience has shown that 
the most complicated Government programs can be carried out by the normal 
type agency of the Government.” The committee also stated that under the 
Budget and Accounting Procedures Act of 1950 ‘“‘business-type budgets and 
commercial-type audits can now be applied to the normal Government agency 
without having to resort to the budgeting and auditing provisions of the 
Government Corporation Control Act.” 

Another of the reasons assigned by the Department of Commerce for incor- 
poration is the difficulty in attempting to operate a business enterprise under 
the restrictions applying to ordinary Government agencies in awarding contracts 
to the low bidder after advertising. The corporate form of agency is not 
essential for greater freedom in awarding contracts. If your committee deter- 
mines that broader contracting authority is desirable for the airport operations, 
it would be a simple legislative matter to authorize airport contracts to be 
negotiated without advertising if administratively determined in the best interest 
of the Government. 

Greater flexibility in management is another reason cited for incorporating 
the airport activities. The bill provides in section 6 (a) that management of 
the Corporation shall be vested in the Secretary of Commerce. This authority 
is now vested in the Secretary by virtue of the provisions of Reorganization 
Plan No. 5 of 1950, which became effective on May 24, 1950. He is, therefore, 
authorized to make such provision as he shall deem appropriate to manage the 
airport and has empowered the Under Secretary of Commerce for Transportation 
to supervise the operation of the airport through the Administrator of Civil 
Aeronautics who in turn has delegated operating responsibilities to the Director, 
Washington National Airport. Apparently, there would be no greater degree of 
“flexibility of management” referred to by the Department under the corporate 
form than under the existing law. Section 6 (b) provides for the establishment 
of an advisory board but this board, as its name implies, would exercise no real 
authority in the operations of the corporation. 

Under the provisions of the bill, administrative determinations and expendi- 
tures of the corporation would not be subject to the normal audit by the General 
Accounting Office that presently applies to the airport expenditures and receipts. 
In this connection, there is enclosed a General Accounting Office report on audit 
of revenue from concession contracts of the Washington National Airport for 
the period July 1, 1948, to June 30, 1952, a copy of which was sent to your 
committee July 29, 1953. This report clearly indicates weak administration of 
the concession contracts at the airport and shows instances in which the manage- 
ment failed to ascertain whether the concessionaires were complying with con- 


tract terms. As a result of the audit examination, almost $35,000 in additional 


fees was collected and deposited into the United States Treasury. Administra- 
tion of the concession contracts will not automatically be strengthened under 
the corporate form of organization. Actually, in the absence of a major revision 
of management policy, the broader corporate authority might definitely militate 
against the Government’s interest with respect to these contracts because the 
General Accounting Office would not have authority to enforce collection of 
amounts found to be due the Government. 
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Finally, during the hearings before the subcommittee of the House Committee 
on Appropriations concerning 1955 funds for the operation of the Washington 
National Airport, the Secretary of Commerce acknowledged that the Congress 
would lose some control over the operations of the airport by incorporating it. 
It would appear highly desirable, therefore, that your committee not only care- 
fully examine the concession arrangements at the airport but also the desirability 
of diminishing congressional control of this activity before taking final action 
on the proposed legislation. 

If there is any further information you desire, please advise. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


ReEporRT OF AUDIT OF REVENUE FROM CONCESSION CONTRACTS OF THE WASHINGTON 
NATIONAL AIRPORT OPERATED BY THE ADMINISTRATOR OF CIVIL AERONAUTICS 
DEPARTMENT OF COMMERCE FOR THE PERIOD FROM JULY 1, 1948, TO JUNE 30, 1952 

GENERAL ACCOUNTING OFFICE, 
DIvISION OF AUDITS, 
Washington 25, July 29, 1958. 
Hon. Linpsay C. WARREN, 
Comptroller General of the United States. 

Dear Mr. WARREN: We have made an audit of the books of account and records 
of the Washington National Airport pertaining to fees received or receivable 
under contracts with concessionaires for the period from July 1, 1948, to June 
30, 1952. This audit was made pursuant to authority contained in the Budget 
and Accounting Act, 1921 (31 U. S. C. 58), and the Accounting and Auditing 
Act of 1950 (31 U.S. C. 67). 

The audit was extended to include an examination of the records of 15 of 
the airport’s concessionaires to ascertain or verify the amount of fees payable 
to the Airport. 

GENERAL COMMENTS 


Washington National Airport is a Federal airport operated by the Admin- 
istrator of the Civil Aeronautics Administration, Department of Commerce. 
The airport was put under construction in 1989 and was opened to traffic in 
June 1941. The functions of the airport are as follows: 

1. Provides terminal airport facilities for the metropolitan area of the Nation’s 
Capital. 

2. Provides space and operating facilities on a commercial basis to air 
carriers and others who use the airport. 

3. Provides, through concessionaires, various supply services to the public, 
air carriers, and other airport users. 

4. Serves as a Federal Government model of airport administration and 
operation. 

The act of June 29, 1940 (7 D. C. Code 1302, 1303), provides that: 

“Sec. 1302. The Administrator [of Civil Aeronautics] shall have control over, 
and responsibility for, the care, operation, maintenance, and protection of the 
airport, together with the power to make and amend such rules and regulations 
as he may deem necessary to the proper exercise thereof. 

“Sec, 1308. The Administrator is empowered to lease, upon such terms as he 
may deem proper, space or property within or upon the airport for purposes 
essential or appropriate to the operation of the airport.” 

The act of October 9, 1940 (54 Stat. 1039), provides that no agreement shall be 
entered into for the use of any hangar or space therein for a period exceeding 3 
years nor shall any agreement be entered into for the operation of any concession 
except the restaurant for a period exceeding 5 years. 

These provisions are carried out by the airport director in conformance with 
general policies and standards established by the Administrator. 

There are approximately 100 contracts with concessionaires covering aviation 
activities such as sales and service to aircraft, rental of space in hangars and 
terminal, landing fees, ramp service, charter and sightseeing services, and an- 
cillary activities such as advertising, barbershops, bookstores, flower shop, food 
sales, tours and observation facilities, ground school, ground transportation, 
jewelry stores, newstands, insurance service, photographie service, utilities 
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sules and service to automotive vehicles, vending machines, and miscel 
laneous services 

Revenues from these contracts are deposited into the United States Treasury 
as miscellaneous receipts. Funds for maintenance and operation of the airport 
are appropriated annually by the Congress 

Revenues from concessions and rental of space in fiscal vears 1949 through 
152 amounted to: 





194s $977, 341 
Lho0 1, 091, OBD 
11 1, 249, 0O7 
1952 1, 552, 961 

\ of these amounts had been collected by December 31, 1952 except $S,359, 
of hich $6,279 has been determined by airport authorities to be uncolle tible 

SIGNIFICAN FINDIN( 
Gur examination disclosed the following significant findings 
| vstematic procedure was in effect to assure that the Government Was 
all the fees it ould have received 


oO reports were made to the management to disclose the status of con 


cessionaires’ accounts with the Airport. 


6. The airport did not render bills promptly In many cases billing was de 
ferred while awaiting receipt of certifications from concessionaires as to the 
amount of gross receipts on which billing was to be made 

t bi ngs were overlooked in some cases 

5. Little effort was made to collect delinquent accounts 


6. There were many instances of failure to ascertain whether concessionaires 





ere compiying ith contract terms 
One concessionaire Tailed to pay the Government a fee on certain work on 
Which we believed a fee should have been paid When this was brought to the 
ttention of rport officials, they obtained an opinion from the Comptroller 
General as to the proper interpretation of the contract provisions and billed the 
cessionaire for more than $18,000 additional fees, which was then collected 
by offset to amounts otherwise payable to the concessionaire Another conces 
sionaire failed to pay fees at the rates specified in the contract. More than 
$15,000 in additional fees was collected from this concessionaire. In other cases 
iuthoritic nailed tain certified statements, failed to obtain the re 
quired bond, and failed to require sealed cash registers and sealed coin boxes, as 
required by the contract terms All these deficiencies would have been disclosed 
been a systematic review of the terms of the contracts and a proper 


procedure for ascertaining that concessionaires were complying with the contract 


As a result of our examination, almost $35,000 in additional fees has been 

collected and deposited into the United States Treasury, and about $12,000 in 
onal tees Wi be collected in each succeeding year 

rhese matters were brought to the attention of airport officials during our 
examination, Where possible, contracts were amended, delinquent accounts 
were collected or provision was made for their collection, fees were collected 
on amounts previously unreported, and other improvements were made. The 
airport officials cooperated wholeheartedly, and in most cases concessionaires 
eed readily to pay the proper amounts. 
On the other hand airport officials still have not adopted procedures for a 
proper review of concessionaires’ records to ascertain that the Government is 
receiving all the fees it should receive, nor have they provided for account- 
reports to management that will disclose the status of concessionaires’ 
accounts with the airport. 


RECOM MENDATIONS TO THE MANAGEMENT 


1. We recommend that airport officials adopt a systematic procedure of con- : 
tract review to ascertain that fees ure received in accordance with contract ' 
terms 

fhe Administrator of Civil Aeronauties has informed us that these recommendations ! 
I t 1dopted t 
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2. We recommend that airport officials adopt a system of periodic examina 
tions and intermediate test checks of concessionaires’ operations, procedures, 
and records. 

3. We recommend that the accounting department be required to submit 
periodic reports to management showing the status of concessionaires’ ac- 
counts with the airport. 


RESULTS OF EXAMINATION OF CONCESSIONAIRES’ RECORDS AND PROCEDURES 


Game room and coin-operated machines operated by Michael Bushdid 

This concessionaire operates a game room containing pinball machines, midget 
movies, and other machines for entertainment. The contract provided for 
fees of 35 percent of gross receipts. He also operated other coin-operated 
devices throughout the airport with fees ranging from 15 to 25 percent of gross 
receipts. After a study of the records, the administrative officials and the con 
cessionaire agreed to revise the fees to 32 percent of gross receipts, after 
refunds, for all machines operated by the concessionaire. The new contract 
became effective August 1, 1952, for a period 34% years beyond the termination 
date of the old contract. 

The concessionaire had been permitted to deduct from gross receipts amounts 
refunded or given to customers for free games when machines failed to oper 
ate properly. The concessionaire claimed that these refunds amounted to 
$890 in one 15-week period. At our suggestion, concurred in by administrative 
officials, the concessionaire now uses slugs instead of coins in the 5-cent coin 
machines to provide free games. SJased on an estimate of the slugs used in 
the 5-cent machines and the operator’s statement of coins refunded to the 
customers on the 10- and 25-cent machines, the refunds would have been only 
$145 in the first 13-week period in which slugs were used. As the result of 
our suggestion, it appears that the government will receive about $800 more each 
year in fees. 

Our examination also disclosed that the cash boxes in the machines were not 
sealed as required by the terms of the contract. 

Advertising concession—Airport Advertising, Inc. 

This concessionaire had been granted exclusive advertising privileges for 
the 5-year period ended April 30, 1950. The contract was extended for 1 year 
from that date at a time when the concessionaire owed the airport approxi- 
mately $1,600 in fees, based on gross receipts. After a payment on account in 
August 1949, the concessionaire made only 1 additional payment of $50. The 
airport failed to make a billing for March 1950, failed to bill for fees on credit 
sales, made erroneous billings, failed to obtain certified statements of gross 
receipts as required by the contract, and failed to obtain a bond for $1,000 as 
required by the contract. The concessionaire ceased operations before the 
expiration of the contract, leaving an unpaid balance of $2,275 which airport 
officials have been unable to collect. 


Taxvi and limousine concession tirport Transport, Inc 

The contract with Airport Transport, Inc., provides for taxicab and limousine 
service for passengers and baggage originating from any point on the airport. 
The fees payable by the concessionaire, as stipulated in the present and pre 
ceding contracts, are: 

1. From July 1, 1946, to June 30, 1951: 10 percent of the gross receipts derived 
from trips departing from the airport, plus 2% percent of gross receipts in 
excess of $100,000 yearly, and 214 percent additional on gross receipts in excess 
of $250,000, except that receipts derived from trips departing from the airport 
and terminating outside the metropolitan area are not subject to the accelerated 
rate. During this period the contract provided for the deduction of certain 
taxes in determining gross receipts. 

2. From July 1, 1951, to June 30, 1956: 10 percent of the gross receipts derived 
from trips departing from the airport, plus 24% percent of the gross receipts 
in excess of $150,000, and 2% percent additional on gross receipts in excess 
of $300,000 per annum, except that receipts derived from trips departing from 
the airport and terminating outside the metropolitan area are not subject to 
the accelerated rate. 

Fees collected from Airport Transport, Ine., under these contracts increased 
from $46,500 for fiscal year 1949 to $105,000 for fiscal year 1952 because of 
increased traffic. 


418489—54 5 








30) WASHINGTON NATIONAL AIRPORT INCORPORATION 


Our examination of the concessionaire’s books and records disclosed that they 
ure well kept, and no discrepanies were noted. 

We questioned why the contracts failed to provide for payment of fees on 
revenue derived on incoming passengers and baggage. The airport director 
informed us that the rate was fixed at 10 percent on outgoing traffic in lieu 
of a rate of 5 percent on both incoming and outgoing traffic. 


Food and other concessions—Air Terminal Services, Ine. 

Contract Cea—NA-—559, effective for a period of 11 years from December 18, 
1950, provides for the operation of food concessions including dining room, 
coffee shop, standby lounge, soda fountain, etc., at a fee of 8 percent of gross 
receipts with additional charges for receipts in excess of $500,000. 

Contract Cca-NA—560, effective for a period of 5 years from January 1, 
1951, provided for the operation of minor concessions such as news and novelty 
stands, gift and souvenir shops, tobacco stands, drugstore, barbershop, shoe- 
shine parlor, ete., at a fee of 10 percent of gross receipts for some items and 5 
percent for others. 

Our examination disclosed that whereas according to the contracts fees of 
S percent were payable on proceeds from some vending machines and fees of 
h percent were payable on others, fees of 5 percent were paid on proceeds from 
all vending machines. This was brought to the attention of the airport officials, 
who recomputed the fees and rendered a bill for additional fees of $1,175 for 
the period from January 1, 1951, to May 31, 1952. The additional amount was 
paid by the concessionaire. 

Our examination also disclosed that: 

1. Fees of 5 percent were being paid on barbershop receipts. Inasmuch as 
the barbershop was not listed as a concession on which the fee would be 5 per- 
cent, fees of 10 percent presumably should have been paid. The omission of the 
barbershop from the’5 percent list was said to have been an oversight. 

2. No fees were being paid on receipts from the operation of a shoeshine stand. 
No fees were paid on the sale of toys during the 1951 Christmas season. 
The concessionaire was paying a fee of 5 percent on practically all of those 
receipts of the drugstore on which a fee of 10 percent should have been paid. 

5. The same situation existed with respect to the receipts from the three 
news and novelty stands. 

Payment of the incorrect rate was said to have resulted from a constant 
turnover of personnel and the large variety of articles sold. In order to arrive 
at a basis for correcting previous payments and to simplify the terms for future 
payments, the sales for the 2-week period ending May 3, 1952, were carefully 
recorded and the proper rates applied. This test was made by employees of 
the airport and the concessionaire and was reviewed by us. The test disclosed 
that the fees payable for that period would have averaged approximately 7 
percent. As a result of this test, the concessionaire agreed to a modification 
of the minor concession contract to provide for a fee of 7 percent of gross receipts 
on all concessions covered by the contract beginning on August 1, 1952. In addi- 
tion, the concessionaire agreed to pay a fee of 7 percent for the period from 
January 1, 1951, to July 31, 1952, in lieu of the payments previously made. This 
resulted in additional fees of $13,950 for that period, which the concessionaire 
paid in full. 


{. 


Repair and maintenance of aircraft—Capital Airlines, Inc. 

The contract with this concessionaire provided that the concessionaire would 
pay to the Government fees on repair and maintenance work performed on 
certain aircraft and equipment. Our examination of Capital’s books and records 
disclosed that additional fees of $3,496 were due the Government for work 
performed by the concessionaire during the period from May 1948 through 
Iyecember 1948 on engines or component narts of aircraft shipped into the airport. 
Capital Airlines, Inc., previously had paid only $524 for the period and paid an 
additional $187 when requested to pay the additional $3,496. 

Our examination further disclosed that Capital Airlines, Inc., had failed to 
pay fees on work performed on aircraft of scheduled air carriers regularly 
using the airport. Fees due on this work were computed to be $6,378. Capital 
\irlines, Inc., refused to pay this amount when requested by the airport to do so. 

The question of whether Capital Airlines, Inc., was liable for the payment of 
these additional amounts was submitted by the airport to the Comptroller 
General for decision. The Comptroller General ruled on October 15, 1951 
( B-92027), that although the part of the contract relating to fees specified only 
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the payment of fees on work performed on transient aircraft, the additional 
work performed on aircraft regularly using the airport and on engines and 
component parts of aircraft shipped into the airport was so substantial as to 
constitute the operation of a separate business for which the concessionaire 
was required to pay additional fees. 

The airport then billed Capital for the unpaid amount of $9,687. Capital again 
refused to pay. The matter was again referred to the Comptroller General who 
directed that the amount be collected by offset from moneys otherwise due 
Capital. The full amount was collected by offset on June 17, 1952. 

Representatives of this Office then reqeusted the administrative agency to 
audit the records of Capital Airlines, Inc., to determine what additional fees 
were payable for the period from January 1, 1949, to May 14, 1951, the expira- 
tion of the contract period. The requested audit, which was made by Civil 
Aeronautics Administration auditors, disclosed that additional fees of $8,467 
were due under the contract as interpreted by the Comptroller General. Airport 
officials then billed Capital Airlines, Inc., for that amount. Capital paid $142 
but refused to pay the remainder. The matter was referred to this Office, and 
the additional $8,325 was also collected by offset on April 1, 1953, from moneys 
otherwise payable to Capital Airlines. 

Capital Airlines, Inc., has filed a petition in the United States Court of Claims 
disputing the action of the General Accounting Office in making these offsets 
which totaled $18,012. 

The airport officials entered into a new contract with Capital Airlines, Inc., as 
of May 15, 1951, authorizing the latter to engage in maintenance and repair of 
transient aircraft and component parts of transient aircraft whether shipped 
into the airport separately or flown in as part of an aircraft. Transient aircraft 
was defined as excluding aircraft owned or operated by scheduled air carriers 
regularly using the airport. The airport director had previously entered into a 
contract as of July 1, 1949, with another company authorizing it to engage in 
the maintenance and repair of aircraft without limiting the type of aircraft. 
Jewelry concession—Toby Green 

The contract with this concessionaire provides for payment of a fee of 10 per- 
cent on gross receipts. Our examination disclosed that the concessionaire had 
failed to pay fees on sales to friends and employees, and had paid fees on credit 
sales only as collections on account were made. After discussing this matter 
with the airport director, the concessionaire agreed to include all sales in gross 
receipts and to record the full amount of credit sales at the time the sales are 
made. He also paid the entire additional amount of $942 on sales on which 
fees had not previously been paid. 


Parachute repairs and related services— 
National Parachute Loft, Inc. 

Our examination of the records of this concessionaire disclosed delinquencies 
in payments of fees and rents. The concessionaire did not submit certified state- 
ments monthly, as it should have done, but submitted them at irregular inter- 
vals. The airport’s accounting branch had done nothing to correct this situation. 

It was determined that the concessionaire had paid only $1,534 for the period 
from March 1, 1950, through June 30, 1952, although it should have paid $4,063. 
After discussion with the airport officials, the concessionaire agreed to pay all 
current bills when due and to pay one delinquent bill each month. By December 
1952 the concessionaire had paid $541 to apply on the delinquent balance of 
$2,529. 





Insurance sales—Parker & Co., Inc, 

This concessionaire was granted the right to sell airline passenger-accident 
insurance, baggage insurance, and other types of insurance related to aviation, 
or such other related services as may be approved in writing by the airport 
director. The concessionaire agreed to pay fees of 5 percent of the gross pre- 
miums with a minimum guarantee, and to pay $900 per annum for the use of 
450 square feet of office and storage space. 

Our examination of the concessionaire’s books and records disclosed that 
sales of insurance policies not related to aviation were being made in the 
office. These sales, mainly automobile accident insurance policies, were not re- 
ported to the airport authorities, and no fees were paid on them. 

After discussion with the administrative officials, the concessionaire paid 


$552 as additional fees for the period from February 1, 1950, to November 30, 
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1962, Effective January 1, 1953, a new contract was executed providing for 
payment of a fee of 3 percent on all nonaviation insurance sales or a minimum 
payment of $2,250 per annum for the 450 square feet of space instead of the 
$900 per annum previously payable. 

In addition, effective February 1, 1953, the contract covering sales of insurance 
related to aviation was extended for 3 years, and the fee on these sales was 
increased from 5 to 10 percent 
Other concessions 

A contract dated September 1, 1951, with Herbert J. Baker, who operates a 
tailor shop, provides for payment of fees of 10 percent of gross receipts to the 
airport, and that receipts from sales and services shall be recorded on a cash 
register with sealed totalizer. Our eXamination in March 1952 disclosed 
that the concessionaire did not have a cash register and maintained only a 
penciled record of receipts. The airport director then requested the conces- 
sionaire to comply with the contract terms. Shortly thereafter the conces- 
sionaire obtained a cash register, Which he is now using. 

The contract dated October 15, 1951, with Bella Weinberg, who operates 
a beauty shop, provides for payment of fees of ten percent of gross receipts, 
With a minimum guarantee of $1,500 a year. The concessionaire paid only 
$551 during the first year and did not pay the balance of $949 required to meet 
the minimum guarantee until May 18, 1953. The concessionaire vacated the 
premises on June 14, 1953. Unlike the contract with the operator of the tailor 
shop, this contract did not require the use of a cash register with sealed 
totalizer. 

E. W. BEL, 
Associate Director of Audits. 

Mr. Kane. Mr. Chairman and members of the committee. The 
General Accounting Office is pleased to be here this morning at your 
request to discuss the Incorporation of the $28.5 million Washington 
National Airport as proposed in the bill S. 3435, 83d Congress. 

The General Accounting Office is the agency of the Congress for 
checking on the financial transactions of the Government. And as 
an arm of the Congress, we place special emphasis on our obligation 
to furnish assistance to the Congress and its committees. Accord- 
ingly, since the concern of the Congress in the past decade has been 
to reduce the number of Government corporations, we gave very care- 
ful consideration to this legislative proposal. 

The Acting Comptroller General, in response to your request for 
a report on the bill, advised that he did not think that the reasons 
advanced for incorporating the airport warranted passage of the 
bill. I would like to make it clear the General Accounting Office 
subscribes to the underlying purposes of the bill—to increase operating 
efficiency of the airport—but we believe that it can be accomplished 
without converting the airport into a Government corporation. 

In the interest of time I will summarize the main points contained 
in our report to this committee. As outlined in its request for en- 
actment of the bill, the Department asserts that is could achieve more 
efficient operation if it had authority to 

First, apply business-type accounting, budgeting, and auditing; 

Second, use business-type financing, including the use of revenues; 

Third, award contracts without advertising. 

With respect to the first item, the Congress has provided ample 
authority for the Secretary of Commerce to install business-type 
accounting and budgeting w ith respect to the operations of the airport. 
Government accounting, budgeting, and auditing procedures were 
modernized by the provisions of the Budget and Accounting Pro- 
cedures Act of 1950 which eliminated the inflexibility of Government 
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fiscal procedures that had been considered as a handicap in conducting 
Government business enterprises. That act has placed squarely on 
the shoulders of the heads of departments and agencies the responsi- 
bility to put into effect proper and appropriate accounting systems 
for all activities under their jurisdiction. 

The act also authorized the Bureau of the Budget to require the 
submission of business-type budgets when deemed appropriate for the 
activity concerned. This is no longer a novel procedure as the budget 
for 1955 included many business-type budget presentations. 

The Budget and Accounting Procedures Act also modernized the 
audit authority of the General Accounting Office. We now may make 
the type of audit most appropriate for the Government operation 
involved. Asa matter of fact, the General Accounting Office is cur- 
rently examining the financial transactions and operations of the air- 
port on a business-type basis and will continue to make such annual 
audits and will furnish the reports to the Congress. 

We have found that the accounting system of the Washington Na- 
tional Airport is inadequate. For example, a complete review is neces- 
sary in order that the accounting records will be able to accurately 
show : 

Cost of the various operations; 
Revenues derived from the various operations; 
Cost of fixed assets, including equipment. 

Obviously, a mere metamorphosis of the airport into a Government 
corporation will not automatically cure the existing accounting defi- 
c1encies. 

With respect to the second item, we concur in the suggestion of the 
Secretary of Commerce that the airport be authorized to employ busi- 
ness-type financing. This can be achieved by the use of a revolving 
fund. It does not require incorporation as many noncorporate Gov- 
ernment agencies have revolving funds for their business-type activi- 
ties. 

This Congress in the last few months in passing the Small Business 
Administration Act revised the bill as introduced which provided for 
a corporation, and changed it to make it a normal type Government 
activity under revolving fund operations. 

In establishing a regular revolving fund for the airport it could 
be capitalized as proposed i in the bill and charged with all ordinary 
business expenses, including depreciation and interest, and employees’ 
retirement, disability, and compensation costs. 

The CnarrmMan. That could all be done without additional legisla- 
tion ? 

Mr. Kane. It would require legislation to do it. The funds would 
have to be authorized and the act should specify what should be 
charged to it. 

The CyatrmMan. The revolving fund? 

Mr. Kane. That is correct. 

I should like to point out, however, that while airport revenues now 
exceed expenses, it would appear that if the airport is required to bear 
interest and depreciation expense, there probably will be annual defi- 
cits unless additional revenues were obtained from concessionaires. 

In all likelihood it would have to be in the nature of a subsidy oper- 
ation and Congress would have to make annual appropriations for 
some time in the future at least. 


l 
2. 
> 
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Now, the third item concerning the need for authority to award con- 
tracts of the airport without adve rtising involves a basic policy matter 
for determination by the Congress. U nder section 3 of the W ashing- 
ton National Airport Act of 1940 (54 Stat. 687) the Secretary is now 
empowered to make concessionaire contracts “upon such terms as he 
may deem proper,” which in plain words means he can negotiate 
contracts. 

There are about a hundred contracts with concessionaires. One in- 
volving restrooms grossses $18,000 annually, no part of which is paid 
to the Government. On the other hand, the taxi and limousine con- 
cessions netted $105,000 to the Government for fiscal year 1952. 

Senator Scnorrre. On this little matter of sanitation and maintain- 
ing the restrooms, you say the Government gets nothing out of it? 

Mr. Kane. In the contract arrangement they have now, that con- 
cession is given to one of the concessionaires and it does not provide 
for any part of the receipts to be paid to the Government. 

Senator ScHorrrrt. Who provides the maintenance of those 
quarters ¢ 

Mr. Mizner. The concessionaire. 

Mr. Kane. I mentioned that, Senator Schoeppel, to give you an 
idea of what types and large amounts of revenues come in from that 
type of concession out there. 

Senator Scnorrrer. Sure, and if there are no other facilities pro- 
vided out there I suppose they could make any charge they want to 
and the public would have to pay it. 

Mr. Kane. That is correct. On the other hand, I might mention 
there are other restrooms for which the Government bears the expense 
of operating, and no revenue, of course, comes to the Government from 
those. It is a direct expense to the Government. 

Perhaps some consideration should be given to putting that under 
the concessionaire, or even having the present restrooms operated by 
the Government, with the possibility of making a little bit of money 
direct ly. 

This point is very important. There are no written policies govern- 
ing the letting of concession contracts and the practice has been to 
negotiate most of them without advertising. I should like to mention 
the possibility, however, that if the normal Government procedure of 
awarding contracts of this type to the highest bidder after advertising 
were followed by the airport management, greater revenues to the 
Government might accrue. For instance, the pinball concessionaire is 
required to pay only 35 percent of gross income, although it is under- 
stood that the prevailing practice in private operations is for conces- 
sionaires to pay 50 percent. 

As a practical matter, I think that the proposal for authority to 
award contracts without advertising would only give new authority 
and freedom to airport officials with respect to maintenance and con- 
struction contracts. However, since 1942 maintenance and operation 
expenses total about $13 million; and construction contracts total 
eee $11 million. The need for negotiating authority cer- 
tainly cannot be justified by the amount of money involved. 

In conclusion, it has taken Congress 9 years since the passage of 
the Government Corporation Control Act’ to reduce the plethora of 
Government corporations to the present number. We are convinced 
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that the Secretary of Commerce with the existing authority, coupled 
with the proposed use of a revolving fund, would have ample authority 
to make the airport the efficient operation he desires without incorpo- 
rating it. 

Now, the Senate Government Operations Committee in January 
issued its report on the Audit of Government Corporations and Agen- 
cies by the General Accounting Office (S. Rept. 861, 883d Cong., 2d 
sess.). They gave this matter of incorporating Government agencies 
careful consideration, and this is what they concluded: 

Experience has shown that the most complicated Government programs can be 
carried out by the normal-type agency of the Government. 

The committee also stated that under the Budget and Accounting 
Procedures Act of 1950— 

Business-type budgets and commercial-type audits can now be applied to the 
normal Government agency without having to resort to the budgeting and 
auditing provisions of the Government Corporation Control Act. 

Mr. Chairman, that concludes my statement. I have Mr. Milner 
here and Mr. John Fenton, of our Audit Division, and we will try to 
answer any questions you care to ask us. 

The Cu AIRMAN, Is this a complete list of the Government 
corporations ? 

Mr. Kane. We hope it is. After that report had been issued, lo 
and behold, we discovered another one we didn’t know anything about. 

The Cuarrman. I don’t think it is necessary to make this a part of 
the record. I think every committee member has a copy and we will 
have comies provided for the committee members tn the consideration 
of this bill. 

Senator Scnorrren. Assuming this measure is passed with whatever 
amendments or modifications there may be, do you feel that under 
good business methods there ought to be some fixed amount, or some 
definite and positive features in the bill requiring certain set pay- 
ments on amortizing out the Government’s investment in this? 

Mr. Kane. If they want to operate this on a_ business-type 
activity—and we endorsed the revolving-fund principle for this = 
ticular operation—we definitely think that it should be operated s 
that there will be included all expenses, including depreciation, sale: 
ment of interest on the Government’s investment, and amortization 
of the construction cost of the airport. And not only that, but also 
any cost borne by other Government agencies on behalf of the airport, 
such as the civil-service retirement expenses. We definitely feel that 
it should be done. But, as I pointed out, we feel that unless the con- 
cessionaire contracts are revised drastically, in all likelihood it is going 
to be a deficit operation. 

Senator Scnorprret. That is the thing that gives me some concern. 
If you allow too much leeway we may find that year after year after 
year we are going to have to appropriate funds to make up some 
deficits because of losing operations. Of course, I hope not. But 
we have no set business approach to amortizing out this indebtedness, 
and yet you have concessionaires out there who are sliding through 
without paying their proportionate amount that they ought to pay to 
somebody, and obt: ining privileges out there and in instances gigging 
the public. It just does not seem right to me if we let this thing slide 
by without some pretty definite loopholes being closed. 
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Mr. Kane. I agree with you, Senator. If they are going on a re- 
volving fund basis, they should be required to bear these | expenses, 
which will naturally make it necessary for them to tighten up on their 
revenue-producing activities to try to get more so that they can pay 
their expenses and also repay the Government’s investment in the 
airport. 

The Cuarrman. Have you an audit of the taxi concession out there? 

Mr. Fenton. Yes. 

Mr. Kane. Do we have one for this year # 

Mr. Miuner. Yes. We made an audit for this year. Our working 
papers are not here. 

The Cuarrman. Will you provide that for the record? Let us say 
for the year 1953? 

Mr. Miner. Yes, sit 

Mr. Kane. May I make this suggestion, Mr. Chairman, on that? 
We are in the process of preparing the audit report on the airport 
for the fiscal year 1953, and we will make every effort to get the whole 
audit report up within the next 2 or probably 3 weeks, if that would 
be helpful. 

The Cuairman. It would be very helpful if we can get it in time, 
but we do not want to delay the consideration of this too long, because 
I hope we are getting toward the short road. 

he document referred to is as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 16, 1954 
Hon. Joun W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHAIRMAN: During the hearings on S. 3435, 83d Congress, to incor- 
porate the Washington National Airport, you requested representatives of the 
General Accounting Office to furnish for the record certain information on the 
financial results of operations under the airport’s contract with Airport Trans- 
port, Inc., holders of the concession for taxicab and limousine service from the 
airport. The information is as follows: 


NEGOTIATION OF CONTRACT 


The original contract (Cca—11320) with Airport Transport, Inc., was dated 
March 20, 1941, and became effective for a period of 5 years from June 15, 1941. 
It was negotiated ote a to authority contained in section 1303 of the act 
of June 29, 1940 (7 D. C. Code 1302, 1303), which provides that “the Adminis- 
trator is empowered to lease, upon such terms as he may deem proper, space 
or property within or upon the airport for purposes essential or appropriate to 
the operation of the airport.” 

The airport director has submitted to our representatives a digest showing 
that proposals were received from seven bidders but has informed us that he 
was unable to locate all the proposals. In this connection, by memorandum dated 
March 20, 1941, the assistant to the Administrator of Civil Aeronautics informed 
the Administrator that Airport Transport, Inc., submitted a bid giving a guar- 
anteed annual return to the United States for a taxi service, a bus service, and 
a sightseeing service which was in excess of any other combination of bids 
received for these services, and that as a result the company was advised that 
its bid was accepted to serve as the basis for a negotiated contract. It was 
further stated that, in negotiating the final contract, both bus and sightseeing 
concessions were eliminated and the minimum return from the contract was 
reduced to $15,100, which was in excess of any bid received for taxicab service 
alone. 

Article II (B) of the original contract stated that— 

“In view of the capital investments made or to be made by the company in 
the necessary equipment to carry out the terms of this agreement and the prob- 
able necessity for additions from time to time during the 5-year term of this 
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agreement, it is hereby agreed that this agreement may, in the discretion of 
the Administrator, be renewed for further 5-year periods upon terms to be 
mutually agreed upon by the Administrator and the company.” 

A similar provision was included in the contract for the 5-year period from 
July 1, 1946, to June 30, 1951 (Cea-24580), and in the current contract 
(Cea—Na-610). 

The airport direetor has informed us that 

“In 1946, and again in 1951, no bids were solicited when the Airport Transport, 
Inc., agreement was renewed. The company had demonstrated its willingness, 
abiilty, and readiness to perform the service required and in the opinion of 
airport management has performed satisfactorily. It was, therefore, determined 
to be in the best interest of the Government and the public to renew the agree- 
ment without advertising for bids.” 

In 1947 at least 1 company had requested that it be placed on record as desir- 
ing to be notified when bids for renewal of the contract would be accepted. 


FEES PAID TO WASHINGTON NATIONAL ATRPORT 


The original contract required the concessionaire to pay fees to the Wash- 
ington National Airport equal to 10 percent of the gross receipts derived from 
trips departing from the airport, plus 24% percent on gross receipts in excess of 
$100,000 yearly, and 24% percent additional on gross receipts in excess of $250,000, 
with a minimum guaranty of $15,100 per year. The contract provided for the 
deduction of certain taxes in determining gross receipts. 

The contract for the 5-year period from July 1, 1946, to June 30, 1951, contained 
the same provisions with respect to the payment of fees except that the fee on 
receipts from trips from the airport to points outside the metropolitan area was 
fixed at the flat rate of 10 percent. 

The present contract, which was negotiated for a 5-year period from July 1, 
1951, requires the payment of fees equal to 10 percent of the gross receipts derived 
from trips departing from the airport plus 244 percent of the gross receipts in 
excess of $150,000 and 2% percent additional on gross receipts in excess of 
$300,000 per annum except that receipts derived from trips departing from the 
airport and terminating outside the metropolitan area are subject to the 10- 
percent rate only. This contract provides for a minimum guaranty of $35,000 
a year. The right to deduct certain taxes in determining gross receipts was 
eliminated. 

The gross receipts and the fees paid through June 30, 1953, were as follows: 


Gross re- Fees paid to 
Fiscal year ended June 30 . a — ‘ee 
trips Airport 

1953 $826, 164 $110, 623 
1952 } 784, 450 105, 055 
1951... 642,114 82, 789 
1950 439, 875 54, 287 
1949 371, 267 46, 527 
1948 ‘ | 354, 893 | 44,115 
1947 380, 283. | 48, 122 
1946 297, 720 33, 913 
1945 183, 864 20, 177 
1944 127, 342 15, 100 
1943 108, 260 15, 100 
1942 150, 178 16, 032 
Total.. aie 4, 666, 410 591, 840 
Deduct adjustments applicable to years prior to 1950 9, 875 
Total 4, 666, 410 581, 965 


+ ecunien 


Gross receipts on outgoing trips for the period from July 1, 1953, to April 30, 
1954, were $733,477. 

The concessionaire is not required to pay fees on gross receipts derived from 
trips to the airport. As a matter of information, however, these receipts 
amounted to $144,630 in fiscal year 1951, $159,539 in fiscal year 1952, $170,473 
in fiscal year 1953, and $148,120 for the period from July 1, 1953, to April 30, 1954. 
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NET INCOME OF CONCESSION AIRE 


The present contract requires the concessionaire to submit monthly certified 
statements of gross receipts and authorizes the Administrator or his representa- 
tive to make periodic examinations of the company’s records from which the 
certified statements are prepared. Inasmuch as the airport management had not 
made any examinations under this authority, representatives of the General 
Accounting Office arranged through the airport director to examine the company’s 
records pertaining to gross receipts under the contract for the period from July 1, 
1948, through June 30, 1952. This examination disclosed that the company’s 
records were well kept and that the gross receipts reported on its certified 
monthly statements were in agreement with its records. 

The contract, however, does not appear to authorize airport officials to examine 
the records from which the concessionaire’s net income can be ascertained, and 
the airport does not make annual audits for this purpose. However, inasmuch 
as the contract provides that the company may not change its rates without the 
approval of the Administrator, it could be reasoned that the airport officials 
properly would have the authority to request such financial information as it 
required before approving any changes in rates proposed by the company. 

In response to General Accounting Office inquiry for any information concern- 
ing the financial results of operations of Airport Transport, Inc., during the 
period from January 1, 1951, to date, the airport director submitted the 
following: 

“When the agreement was being negotiated in 1951, we reviewed the records 
of Airport Transport, Ine., to determine whether the Government would be 
justified in demanding an increase in the percentage of gross receipts payable to 
the Government. The company had presented a letter to the effect that because 
of economic changes affecting operating conditions over which they had no 
control, the company must have sufficient revenue to meet higher costs and pro- 
posed to either change the percentage payable to the Government by paying a 
straight 10 percent on assessable taxicab revenue as distinguished from limousine 
revenue, or to pay a straight 10 percent on all assessable revenue and eliminate 
the ‘escalator’ payment clauses. In any event they wanted to increase by 10 
percent the taxicab tariffs. After careful study the Government rejected the 
proposed changes and increase in tariff. In the interest of the Government, 
however, the clause permitting the company to deduct corporate taxes or fees 
paid by the company in establishing its right to carry out the terms of the 
agreement, less additional levies and special taxes paid by the company to any 
municipal, State, or Federal Government, was deleted and an appropriate adjust- 
ment made in the ‘escalator’ payment clause. Also, airport management verbally 
agreed it would, within a reasonable time, consider a request for increased tariff 
rates, 

“Early in 1953, Airport Transport, Inc., requested authority from us to 
increase the tariff rates for limousine service from 90 cents to $1 to zone 1 in the 
city of Washington. Again we carefully analyzed the financial records of the 
company and reports presented to us by a certified public accountant, which I 
assume were returned to the company since they are not in our files. Enclosed 
is a copy of a memorandum dated February 20, 1953, from me to the Administra- 
tor on the subject. Also enclosed is a copy of a letter dated February 27, 1953, 
from the company in further support of their request. Considering the financial 
condition of the company, the administrator authorized the increase in tariff 
effective March 1, 1953.” 

In the cited memorandum of February 20, 1953, the airport director stated 
that “We are convinced that the company is operating efficiently and that the 
proposed fare increase will be almost entirely absorbed by additional payments 
to the Government under the concession agreement and by increased wage and 
operating costs.’ The letter dated February 27, 1953, from the company contains 
information with respect to executive and manageme nt salaries paid by the 
company. 

If there is any further information you desire in this matter please advise. 

Sincerely yours, 


FRANK H. WErrzet, 
Acting Comptroller General of the United States. 
Mr. Fenton. On page 6 of the document you have before you is set 
forth the terms of the contract and the revenue obtained by the Wash- 
ington National Airport from that contract. 
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Mr. Kane. This is for fiscal year 1952, though, isn’t it? 

Mr. Fenron. The contract runs through June 30, 1956. 

Senator Scuorerret. Mr. Chairman, I would like to ask one question. 

The CuarrMan. Senator Schoeppel. 

Senator Scuorrre.. In your report, under the heading “Repair 
and maintenance of aircraft—Capital Airlines, Inc.,” I note there has 
been a suit instituted in the Court of Claims, which is probably in the 
process of being litigated, involving approximately $18,000. From 
a hurried look at your report it appears to stem from repair and main- 
tenance on certain types of aircraft equipment out there. Just what 
is that? What does that involve? Do they charge or have to pay a 
fee on work that is performed out there? 

Mr. Kane. Mr. Milner, will you explain that ? 

Mr. Miner. Yes, sir. 

Capital Airlines has Washington National Airport as its home base. 
They have a large machine shop out there. Other airlines who have 
no facilities there have their planes repaired here. Also nonscheduled 
airlines and private planes have their airplanes repaired there. Since 
this is a separate business apart from Capital’s transportation busi- 
ness, it is covered by a concession contract and they pay a percentage 
of the receipts to the Air port. 

Senator Scrorrret., I see. I was wondering how that would apply 
to one airline and possibly not to the others out there. I will read 
the report. 

Mr. Kane. I might explain a little bit on that, Senator. When we 
went in to make this audit of the concessionaire contracts up to the 
fiscal year 1952 we raised the question as to whether or not the con- 
cessionaire was paying proper fees to the Government under the con- 
tract terms. I won’t say definitely it never would have been caught 
by the administrative officials, but when we brought it to their atten- 
tion certain action was taken by them asking the concessionaire to 
pay the additional amount which we felt was due under the contract. 
We set off approximately $18,000 against moneys due Capital Airlines, 
and that case is now in the Court of Claims and we are very hopeful 
that the outcome of that litigation will be for the full amount for the 
Government. 

Senator Scnorrren. No further questions. 

The CHamrman. Will you communicate with the committee and 
furnish us the report for 1953 ? 

Mr. Kane. Yes, sir. We certainly will and we will give special 
emphasis to that particular contract for your information. 

The Cuatrman. I wish you would. 

Mr. Kane. We feel in a nutshell, Senator, that they have not in- 
stalled a proper accounting system out there in order to have a busi- 
ness-type operation. They have sufficient authority under the present 
law to do so. If that is done and with the use of revolving funds 
there is no reason in the world why it is necessary to incorporate. 

The Cuairman. Was this taxi contract let to the highest bidder ? 

Mr. Miner. Yes, sir. 

Mr. Kane. Was that after advertising? 

Mr. Miiner. No. 

Mr. Kane. It was not advertised. That is the whole thing, Senator. 
In accordance with the American system of free enterprise we feel 
these are very desirable concessions out there and it is Government 
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business, and there should be specifications prepared in advance as 
to what the Government is willing to give in the way of space, and 
then give widespread advertising to it so as to get the best possible 
contract for the Government. 

Senator Scnorrret. Of course, these people out there who would 
make that kind of contract without bidding, have a little closed busi- 
ness. It would seem to me, and I een and completely agree 
with you, it should be open to competitive bid and under specifications 
that do give the traveling or using public at an airport of that magni- 
tude certain protective leeway, and a right to expect the degree of 
service commensurate with the traffic there. Does the taxi service 
have the sole and exclusive right out there, which they apparently 
have? 

Mr. Kane. That is true, Senator. 

The CHarrman. Have you examined the books of this contracting 
company to see the profits that Air Transport, Inc. has made on this 
contract ¢ 

Mr. Mitner. No, sir. We just examined it to see that all the reve- 
nues they have reported to the airport are included on their books, 
but we did not go into their books to see what profits they made. 

The CHatrmMan. What they are making out of it? 

Mr. Minner. That is right. 

Mr. Kane. Mr. Chairman, I might ask a question of Mr. Milner 
on that. Do the airport officials make proper audit of the concession- 
aire contracts ¢ 

Mr. Miiner. In the last few months the airport has started to make 
its own audits. They never did so heretofore. 

The Cuarrman. Will your audit of last year include the figures of 
the profit made by the Air Transport, Inc. / 

Mr. Mizner. It will not - lude the profit that the Air Transport, 
Inc., made. If you mean by that, Senator, what they reported to 
Internal Revenue? 

The CHarrman. No. What they made showing on their own books. 

Mr. Mixner. Not their net profit, sir. It will only show the—— 

The CHatrman. The gross income? 

Mr. Mitner. That is right. 

Mr. Kane. The question was raised with me this morning, Senator, 
as to the position of the General Accounting Office being not in ac- 
cord with the position of the Bureau of the Budget. The Bureau of 
the Budget apparently adopts the principle of incorporating. 

I would like to point out that we, as the agent of Congress, make 
our reports directly to the committees. We do not submit them to the 
Bureau of the Budget. However, the Bureau of the Budget, when- 
ever it has important legislation of this type, generally sends to us, or 
calls us up, or brings to our attention, the legislation to get our views 
on it. I assume that in the rush of preparing this bill that that pro- 
cedure was not followed in this case, but we are always ready to co- 
operate with the executive department on any proposed legislation. 

The Crarrman. Is that all? 

Senator ScnHorrpreL. That is all. 

The Cuatrman. Thank you very much. 

Mr. Kane. Thank you, Mr. Chairman. 

The Cuamoman. The Bureau of the Budget, Mr. Percival F. Brun- 
dage, Director, and Mr. Harold Seidman. 
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STATEMENT OF PERCIVAL F. BRUNDAGE, DEPUTY DIRECTOR, 
BUREAU OF THE BUDGET, ACCOMPANIED BY HAROLD SEIDMAN, 
STAFF EXPERT ON GOVERNMENT CORPORATIONS, BUREAU OF 
THE BUDGET 


The CHarrman. You may proceed, Mr. Brundage. 

Mr. Brunpace. I think perhaps it might be helpful, Senator 
Bricker, if 1 were to comment briefly on the prey ious testimony. 

It is my understanding on the basis of the figures which we have re- 

ceived that the Washington Airport has been operating at a profit 
before depreciation. That is, on the basis of the proposed new bill, 
that the revenues would have exceeded in the past, and will exceed in 
the future, all of the direct expenses plus interest on the amount that 
has been mentioned covering advances for the construction of the air- 
port equivalent to what a State or city or public corporation would do. 
However, they have not been sufficient to cover the depreciation charges 
or amortization of the capital contribution to which Senator Schoeppel 
referred. 

The CHarrman. Plus interest. 

Mr. Brunpace. No. They cover interest, but they do not cover the 
bookkeeping charge of the depreciation of the facility, or amortiza 
tion of it. 

As I understand it, however, that is the way the Government’s ac- 
counts are kept, both in the ordinary Departments and in the Gov- 
ernment corporations. Provisions for depreciation are accumulated 
for renewal purposes and are not charged back as amortization of the 
debt, while any profit after depreciation would be turned over to the 
Treasury to reduce the debt. 

As between the recommendations of the General Accounting Office 
and the Budget Bureau, I feel that the staff could very properly ex 
change comments on new legislation of this kind, so that we would 
at least agree on the points to be considered, although we need not 
necessarily agree on the final conclusion. 

I think I would agree with practically everything which Mr. Kane 
said, except the conclusion that while I am also opposed to Govern 
ment corporations, I think this kind of an operation is ideally suited 
to a corporation as against a revolving fund or other agency. 

Perhaps now if I could proceed with the presentation? In view 
of what has already been said I think I can save you time by skipping 
a few paragraphs. 

The President in his 1955 budget message to the Congress recom- 
mended legislation to establish a Government corporation to operate 
the Washington National Airport. An identical recommendation was 
made by the first Hoover Commission in its report on Federal business 
enterprises. The Commission noted in its report that the airport was 
a straight-line business activity which should be incorporated, “so as 
to secure greater flexibility in management and simpler accounting, 
budgeting, and auditing methods.” S. 3435 would implement the 
recommendations of the President and the first Hoover Commission. 

3435 provides for the creation of a Washington National Air 
port Corporation which, subject to the direction of the Secretary of 
Commerce, shall be responsible for the protection, operation, improve- 
ment, and maintenance of the Washington National Airport. The 
bill confers upon the Corporation the powers and financial flexibility 
customarily accorded Government corporations; provides that the 
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Corporation shall bear all cests of its operations, including costs in- 
curred by other agencies on behalf of the Corporation and interest 
on an appropriate . share of the Government’s investment in the air- 
port, and subjects the Corporation to the financial controls specifically 
designed for business activities. 

The primary purpose of the legislation is to place the operations 
of the Washington National Airport on a sound business basis so that 
it may better serve its customers, the airlines and traveling public, 
at a minimum cost to the taxpayer. There has been an increasing 
awareness in recent years, both on the part of the Congress and the 
executive branch, that financial procedures and controls generally 
applied to normal Government activities are not necessar ily suitable 
to business operations. This is reflected by the enactment in 1945 of 
the Government Corporation Control Act, which provides for new 
types of controls such as the business-type budget and the commercial- 
type audit, specially designed to meet the needs of programs of a busi- 
ness character. 

Under existing law the Washington National Airport has no au- 
thority to use its receipts, must obtain all of its funds from annual 
appropriations, and is subject to the provisions of law governing 
budget, accounts, audit and expenditures applicable to nonbusiness 
agencies which do not sell services to the public and which are not 
expected to be substantially self-supporting. Present methods of 
budgeting, accounting and financing hamper operations without pro- 
v iding a satisfactory basis for control either by the executive branch or 
the Congress. The budget submitted by the airport has not furnished 
the basic data essential for the evaluation and control of a business 
enterprise. At the present time, no sound basis exists either for 
analyzing rates and charges for airport services or the financial results 
of operations. 

I think all of the agencies are agreed up to that point. 

The proposed new Corporation, the Washington National Airport 
Corporation, would be required to follow the business-type budget 
procedures prescribed by the Government Corporation Control Act 
and to develop and install a commercial accounting system. A busi- 
ness-type budget includes such items as statements ‘of financial condi- 
tion, income and expense, sources and application of funds, and such 
other supplementary statements and information as are necessary or 
desirable to make known the financial condition and operations of the 
Corporation. 

In addition, the financial transactions of the Corporation would 
be audited by the General Accounting Office 





in accordance with principles and procedures applicable to commercial corporate 
transactions. 

I am very glad to learn they are now using that type of audit on 

he Washington Airport. 

Such an audit provides an independent annual review of the ade- 
quacy of the Corporation’s accounting system and internal controls, 
and makes available to the President, the C ongress, and the public the 
necessary data for appraising the Corporation’s financial policies and 
the results of its operations. 

We believe that enactment of S. 3435 will bring about not only 
improved methods of budgeting, accounting, and financial control, 
but also that it will encourage more businesslike administration of 
the airport. While the Corporation undoubtedly will have to obtain 
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appropriations to finance major capital expenses—that means in the 
future if it is enlarged or improved we would have to go to Congress 
for an appropriation of a capital nature, but ordinary replacements 
and repairs would be taken out of the ordinary business corporation 
budget—it is authorized to utilize its revenues for all expenditures 
incurred in connection with its approved budget program. 

All receipts of the airport are now paid into the Treasury as mis- 
cellaneous receipts with the result the management has little incentive 
to seek increased revenues. Under some circumstances ventures which 
might produce additional revenues for the Government may have to 
be abandoned to conserve appropriations. This occurs when the air- 
port has to spend appropriated dollars to purchase goods or services 
which are later to be resold at a profit to outside customers. 

Rate structures often tend to become static and are not adjusted 
to meet rising costs when the additional expense can be absorbed out 
of appropriations. Budgetary requirements must be anticipated 1 
or 2 years in advance with the result that sudden fluctuations in 
demand for service cannot be met satisfactorily. 

Authorization to use its revenues would give the airport needed 
operating and financial flexibility without any significant loss of 
control. 

Other provisions of the bill, particularly those relating to acquisition 
of property, contracts, expenditures and lawsuits, are designed to 
provide the operating flexibility essential to the successful conduct of 
a business enterprise. Section 4 (h) provides that the Corporation 
shall have the power to sue and be sued in its corporate name. When 
the Government engages in a business undertaking, obviously it should 
not seek to retain its sovereign immunity from being sued without its 
consent. To the maximum extent practicable, persons doing business 
with the Airport Corporation should have the same legal remedies as 
they would have against a private corporation. 

Particular attention is called to sections 7 (a) and (b), 9, 10, and 11 
of the bill. These sections establish for the first time a statutory rate 
base for the airport—the amount of the cost of capital contributions 
which is deemed reasonable from an operating standpoint. 

The Corporation is directed to pay interest to the Treasury on that 

art of its capital which is equiv: alent to the local share that would 
Sr ave been supplied by the project sponsor had the airport been built 
with a maximum Federal grant-in-aid under the Federal Airport Act. 

In other words, the Corporation is placed in the same position as a 
non-Federal airport whose capital was contributed, in part, by the 
Federal Government. The Corporation, therefore, will not have to 
bear a greater interest burden than would be borne by an equivalent 
municipal or State airport authority. 

In addition, sections 10 and 11 of the bill require the Corporation to 
furnish certain services without charge to Federal agencies on the 
same basis as other airports which have received Federal grants. 
That applies to the operation of the airport. 

Section 9 directs the Corporation to reimburse the civil-service re- 
tirement and disability fund, and the employees’ compensation fund 
for any expenses incurred on behalf of its employees. 

This administration, as a matter of policy, does not favor Govern- 
ment business undertakings, particularly those which compete with 
private enterprise. We are not anxious to add to the large number 
of Government corporations. But when there is no feasible alterna- 
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tive to Federal operation, as in the case of the Washington National 
Airport, we believe strongly that the Government should recognize 
that it is conducting a business and provide businesslike organization 
and management. 

The representative of the General Accounting Office referred to the 
use of a revolving fund, which is taken up in the next paragraph. 

The decision to recommend incorporation was not made until after 
thorough consideration of other possible solutions to the airport’s 
problems, such as the creation of a revolving fund and use of the busi- 
ness type budget and accounting procedures permissible under the 
Budget and Accounting procedures Act of 1950. It was concluded 
that a revolving fund by itself, while making possible considerable 
financial flexibility, would not afford the necessary degree of operat- 
ing flexibility. I am submitting for inclusion in the record a column 
by column analysis showing the similarities and differences between a 
revolving fund and a Government Corporation. 

Phe CuatrmMan. It will be made a part of the record. 

(The document re ferred to is as follows :) 


COMPARISON OF GOVERN MENT CORPORATIONS AND UNINCORPORATED REVOLVING FuNps 


There is no completely uniform pattern either for Government corporations 


or revolving funds. The following analysis is based on generalizations from 
existing law and practice. There may be exceptions in the case of particular 


corporations or funds to one or several of the generalizations. 


Govern- 
Control 


under 
Corporation 


Corporation Revolving fund under Budget 
and Accounting Procedures 


Act 


ment 


Act 








l'vpe of budget Business type Business type, if determined 
by Bureau of the Budget and 
agency. 
Ad istrative expense limitation_| Yes No 
Apr nment Administrative expenses All funds. 
All ex shown Generally No 
2 Audit 
I'vpe of audit By GAO “in accordance with | As determined by GAO 
principles and procedures , 
ipplicable to commercial 
corporate transactions.’’ 
Sy ec GAO disallowance No Yes 
Frequency of audit Annual As determined by GAO 
3. Accounts 
System developed by Corporation. Agency. 
Principles 1 standards pr iT GAO 
scribed by 
System approved by do GAO 
ct classification Adn Strative expenses All expenses 
f system Accrual Modified accrual or obligation. 
4} 
year limitation on capital | None As provided in appropriation 
appropriations act 
Use of receipts for operating | Yes Yes 
‘ pense 
Use receipt w capital expenses do Do. 
Legislative authorization for indi No As provided by existing law 


ljual construction projects 

Charges include all costs such as Yes 
interest and depreciation 

Interest paid on net Government 


stment 


Not usually. 


Generally yes Generally no 








Authority to fund depreciatior Yes Yes 
5 Oper itions 
Subject to regulatory and prohib No Do. 
tory statutes 

Sue and be sued in own name Yes No 

Litigation handled by Corporation Justice 
Property acquired in name of do United States. 
Contracts in name of do Do. 


Limitations on contracting author 
ity 


Claims settled by 


Laws applicable to Govern- 


ment corporations, 
Corporation 


Laws applicable to agencies. 


GAO, 





WASHINGTON NATIONAL AIRPORT INCORPORATION 15 


Mr. Brunpacre. Revelvine funds have been employed principally 
to facilitate certain intra-Government service operations such as the 
Bureau of Engraving and Printing, the Government Printing Office, 
and the General Supply Fund. None of these are genuine business 
activities and, unlike the airport, they do not, with some minor ex 
ceptions, sell goods or services directly to the public. No useful pur 
pose would be served by conferring corporate powers, such as the 
right to sue and be sued. on activities of this tvpe. ‘These powers, 
however, become extremely significant when the Government under 
takes a straight-line business activity. 

We believe sincerely that establishment of a Government corpora- 
tion will promote the most eflicient and economical operation of the 
Washineton National] Airport. The Bureau of the Budget recom 
mends favorable consideration of S. 3435. 

The Chairman. Senator Schoeppel. 

Senator Scrorrren. No questions. 

Phe Cuamman. Would you favor the inclusion of the provision 
in the corporate charter that any contract over a certain amount should 
be given to the highest bidder under sealed bids, or something of 
that kind, to prevent the negotiation of contracts ? 

Mr. Brunpace. It would be under the management of someone 
appointed by the Secretary of Commerce, and [ personally think 
there has been enough public itv given to the Iniportance of compe 
titive bidding to be able to rely on his operating on that basis 
Several examples have been cited in connection with the operation 
of the airport though where, in order to accept a competitive bid 
Which was at a lower figure, an even slightly lower figure than some 
one else’s that they actually incurred greater expenditures because 
they had other facilities of a similar type which had been furnished 
by another supplier. 

I think in a business type oper ation some discretion ought to be 
given to the manager to exercise his judement. 

The ¢ HIATRMA \n. Do you think that the taxi concession, which pre 
sumab ly is the largest one out there, should be negotiated ¢ 

Mr. Brunpacr. I am personally opposed to an exclusive type of 


coneessionaire contract. I think we ean elve a primary contract to 
some agency. I would personally prefer to see that done entirely 


On a competitive basis. 

The Cramman. Any further questions / 

Senator Scrorprer. No questions. 

The CnuatrmMan. If not, we thank you very much. The next wit 
ness will be Mr. S. G. Tipton, general counsel of the Air Transport 
Association of America. 

How long w ill you take, Mr. Tipton 4 


STATEMENT OF S. G. TIPTON, GENERAL COUNSEL, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Tipton. Not over 10 minutes. 

The Crrarrman. You may proceed, Mr. Tipton. 

Mr. Tirron. My name is 8S. G. Tipton. Iam general counsel of the 
Air Transport Association of America, which is composed of sub- 
stantially all of the United States flag airlines. 
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We appreciate this opportunity of discussing S. 3435 with the com- 
mittee. Unfortunately, because of the very short time we have had 
to study the bill, and because of our inability to ascertain the practical 
effect of certain sections of the bill, we are unable at this time to take 

position on the proposal. Our limited study has raised questions, 
to which we must have answers before we can reach any firm conclu- 
sions. S. 3435 is of vital importance to the airline tenants at the 
airport, because it can affect drastically the conditions under which 
they use the field. 

Ten of our member airlines operate into Washington National Air- 
port; Allegheny, American, Capital, Colonial, Eastern, National, 
Northwest, Resort, Trans World, and United. Moreover, American, 
Eastern, Trans World, and United occupy hangars at the field, and 
it is the principal office and operating base for — and Allegheny. 

Capital Airlines has invested $1,765,000 in facilities and equipment 
on the field, and has a yearly payroll at the field of approximately 
$10 million. Allegheny, one of our local service airlines, has spent 
approximately $975,000 improving and modifying the hangar which 
it occupies, and that company has an annual payroll at the field of 
$1,176,000. Moreover, Washington is one of the most important 
traflic generating areas in the country, and a large volume of air 
traffic goes in and out of the airport. 

S. 3435 involves an important question of public policy as well. 
Under present law Congress has the opportunity each year of scru- 
ates very carefully the manner in which the airport is being 
operated. The Department of Commerce must justify every expendi- 
ture to the Appropriations Committee of the House and the Senate 
before it receives any funds for operating the airport. Under 8. 3485 
there would not be this same opportunity for scrutiny by Congress. 

I mentioned previously that our limited study had raised questions 
about the bill. I believe that a reference to three of those questions 
will indicate the need for further study of this matter. 

The bill provides that the corporation will have working capital, 
which will compose part of the Washington National Airport Fund. 
Obviously, the amount of the working capital which the Secretary 
of Commerce considers necessary will have an effect on the fees and 
rentals paid by the airline tenants. We cannot determine from the 
bill what the size of this working capital fund will be, and we have not 
had opportunity to consult with the Secretary of Commerce about it. 

The bill also provides that the Secretary of Commerce shall place 
a value on the airport, at which value it will be transferred to the 
corporation. This determination will, of course, have a direct and 
vital bearing on the fees and rentals which will be charged at the air- 
port. The la anguage of the bill relating to the determination of value 
Is very gener: al. We have no idea of what method the Department of 
Commerce intends to follow in valuing the airport and, of course, no 
idea of what figure, if any, the Department now has in mind as repre- 
senting that value. 

What we need in order to be able to comment intelligently on the 
bill is an estimated balance sheet and an operating statement of the 
proposed Washington National Airport Corporation. Of course, we 
do not expect to get this complete to the last penny, but we must have 
more information regarding the capital fund and the operating meth- 
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ods of the corporation before we can take a position on the bill. We 
would like to see what we are “getting in for.” 

Finally, our limited study of the bill leads us to believe that the 
transfer of title to the airport, and authority over the airport, from 
the United States to the corporation, provided for in the bill, may raise 
constitutional and legal questions. 

A full understanding of these important questions requires a brief 
review of the history of the legal arrangements surrounding the air- 
port and the relationship of the United States and the State of Vir- 
ginia, which they create. 

Members of the committee will recall the long controversy between 
the United States and the State of Virginia with respect to the bound- 
ary between the District of Columbia and Virginia. Legislation was 
under consideration by Congress in 1945 which would fix the boundary 
by reference to established points. At about this time the Washington 
National Airport was being completed, and it was apparent that a 
part of the airport was going to be in Virginia and a part in the Dis- 
trict of Columbia. 

In order to avoid the conflict of jurisdiction that this would neces- 
sarily cause, the Congress established the Washington National Air- 
port as an exclusive Federal reservation, under section 8, article 1, 
of the Constitution. The establishment of this Federal reservation 
was made a part of the bill which fixed the boundary. This bill was 
passed, as it had to be, not only by the Congress but also by the 
Legislature of Virginia. The effect of the establishment of a Federal 
reservation under the Constitution is to give Congress the exclusive 
power to legislate with respect to it, even though it may be within a 
State. This power the Congress has exercised up to the present time. 
While certain Virginia laws apply within the reservation, they do so 
only by the consent of Congress. 

At the time this bill was passed, that is the boundary bill, title to 
the land and buildings comprising the Washington National Airport 
was in the United States. It is now proposed to transfer title from 
the United States to a corporation. Section 8, article 1, of the Con- 
stitution confers this exclusive legislative power upon the Congress 
when, with the consent of the State concerned, land within the bound- 
aries of that State is “purchased by the United States.” 

Does the transfer of title to the Washington National Airport from 
the United States to a corporation result in the loss by Congress of 
exclusive power to legislate within that territory? We have had no 
time to do the necessary research on this legal question, but even if we 
had, I do not believe that this bill should go forward until this ques- 
tion has been answered by the Attorney General. 

There is also a question arising under the statute which was passed 
by both the Congress and the Legislature of Virginia. The portion 
of that bill establishing exclusive jurisdiction by the United States 
over the airport recites the fact that title to the property involved 
is vested in the United States. Does the transfer of this title from the 
United States to a corporation void Virginia’s consent to the acquisi- 
tion by the United States of exclusive legislative jurisdiction over the 
airport? Here again we have not been able to satisfy ourselves on this 
point. In this case also we believe that the Attorney General should 
pass upon the matter. 
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[ should interject at this point also to say after I prepared this 
testimony I noted either intentionally or inadvertently in preparing 
this bill the present description of W ashineton National Airport was 
eliminated. 

In the present Washington National Airport Administration Act 
the airport is defined by metes and bounds. ‘That definition in turn 
was quoted and referred to in the boundary legislation that was 
enacted by the Congress and the Legislature of Virginia. That 
description by metes and bounds is apparently being deleted. I have 
not checked this, but the only result 1 can come to is that that deserip- 
tion is being deleted. If it is deleted, then it leaves unclear two 
questions. 

First, in transferring the airport to the new corporation just what 
area constitutes the airport under the bill as presented to this com- 
mittee, 

The second question is, by deleting that description has the old 
boundary legislation been in any way affected ¢ 

\s I say, I noted that after the testimony was prepared, and I can 
only raise the question. Unfortunately, I cannot answer it. 

We appreciate that the time remaining for action by the committee 
is very limited, and that any delay may make it impossible for the 
committee to report a bill du rine the pre sent session of Congress. 


This would not have any serious effect on the present operation of the 


iirport. The airline leases on the terminal building have more than 
5 vears to run, and the leases covering the landing field have almost 7 
vearstorun. It is expressly provided in the bill that the new corpora- 
tion would take the wrport subject to those leases. Thus, the wirport 


will continue to function as it has in the past. 

We should remember, also, that although reference to the incor- 
poration of the airport was made in the President’s budget. message 
released on January 21, 1954, the bill which became S. 3435 was not 
cent. by the Department to the Vice President until May 7, 1954. 
We did not obtain copies of it until it was released by the chairman 
of this committee on May 12, 1954. 

For the reasons I have stated, we respectfully request the com 
mittee to give us not less than 30 days to study this bill and to consult 
with the Department of Commerce about it. Thereafter, we will be 
prepared to state our position on the bill, and will hold ourselves in 
readiness to appear before this committee at its convenience. 

That concludes my statement, Mr. Chairman. 

The CuarrMan. Any questions, Senator Schoeppel ? 

Senator ScHorpre.. The only question I have to raise here is the 
time element. I know you are serious about the constitutional phase 
of this boundary question, and I do not see any reason now why the 
matter that you have raised here might not be submitted to the At- 
torney Gene ‘ral of the United States for an opinion. 

Mr. Tirron. It would add to the peace of mind about this legis- 
lation if that were done. 

The CHatrman. The Bureau of the Budget suggested that they 
have the answers to the questions you have raised. We will ask them 
to submit those answers and we will make them part of the record 
with a copy to you. If you are not satisfied with them communicate 
with the committee staff. 
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Mr. ‘Tirron. Thank you very much, Mr. Chairman, and thank you 
very much Senator Schoeppel. 

The Cnatrman. The Bureau of the Budget has that request and 
Mr. Sweeney Ww ill see that it is taken care of. 

(The document containing the answers to the questions raised by 
Mr. Tipton is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDI 
BUREAU OF THE BUDGET, 
Washington, D. C.. June 15, 1954. 
Hon. JOHN W. BRICKER 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. ¢ 

My Dear Mr. CHAIRMAN: This will reply to your letter of May 27, 1954, re 
questing the comments of the Bureau of the Budget with respect to certain 
questions raised by Mr. S. G. Tipton, general counsel for the Air Transport 
Association, in his testimony on S. 3485, a bill to incorporate the Washington 
National Airport 
concurrence of the Department of Commerce, 

Mr. Tipton first of all raised a question of public policy regarding congres 
| review of airport appropriations. While it is true that the airport, under 
the terms of S. 3455, will not be required to finance its entire program from 
annual appropriations, nonetheless the Congress will bave full opportunity to 
scrutinize the Corporation’s operations. The Corporation, as provided by the 
Government Corporation Control Act, will submit an annual business-type budget 
for review and approval by the President and the Congress. In addition, the 
Corporation will be subject to an annual commercial-type audit by the Comp 
troller General. Inasmuch as the airport is a business enterprise, the business- 


and for other purposes rhe views expressed below have the 


sioha 


t 


type budget and commercial-type audit will disclose more fully the results of 
the airport’s operations and thus make possible more effective Congressional 
control than can be obtained under present procedures 

Mr. Tipton has also raised a number of questions related to the capitalization 
and financing of the Corporation In this connection, it should be noted that 
some of the questions with respect to rate policy would arise irrespective of 
whether the airport is incorporated. The principle difference is that the bill 
establishes a statutory standard for determining the Governinent’s investment ; 
limits the elements to be included in the rate base; and provides budget and 
audit procedures calculated to disclose fully to the Congress and industry the 
tacts which will enable them to judge the fairness and equity of charges as 
sessed by the airport. At the present time there are no statutory standards to 
guide the airport in fixing rates 

Under the terms of the bill, the Corporation would be required to bear the 
cost of operating and maintaining the airport and paying interest on the capital 
of the airport fund, in accordance with the formula set forth in section 7 (b). 
As in the case of other Government corporations, capital assets will be depreci- 
ated on the basis of standards and principles generally applied in private indus- 
try. In accordance with these principles, items such as land would not be depre- 
ciated. Interest would be paid annually to the Treasury, but depreciation charges 
would be reflected on the Corporation’s books and, to the extent earned, retained 
by the Corporation. Funds derived from depreciation could be spent by the 
Corporation for replacement of capital facilities and other purposes. The bill 
does not provide, and it is not the intention, that the Corporation shall, over 
a period of vears, amortize the Government's investment in the airport. 

The bill would require a determination of the capital of the fund, “taking into 
consideration original cost, less depreciation, the usable value to the airport if 
clearly less than cost, obsolete and unusable facilities and equipment, and other 
asonably determinable factors which would reduce the value of the assets of 
the airport.” The Department of Commerce has made a preliminary valuation 
based on original cost less depreciation and other minor fixed factors. This valu- 
ation, about $19 million, would include working capital and all other assets of 
the proposed Corporation. The Department has not made any adjustment of 
this figure based upon “the usable value” of specific items ‘“‘to the airport, if 
clearly less than cost,” and for the most part we have not taken into considera- 
tion “obsolete and unusable facilities and equipment, and other reasonably deter 
minable factors which would reduce the value of the assets of the airport,” so 
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that this $19 million represents a maximum figure. We believe that we can 
safely say that the capital of the fund will not exceed that amount. 

The annual interest payment on the capital of the fund will depend on the 
final valuation; furthermore, it will vary from year to year with the United 
States Treasury long-term interest rate. However, based on the maximum figure 
of $19 million, and the current Treasury interest rate of 244% under the formula 
provided in section 7 (b) of S. 3435, and applying the factor also in section 7 (b) 
of reducing the capital for interest purposes by what would have been the 
Federal contribution had the airport been built by a local public agency, we 
estimate the annual interest charge at $360,000. A rough estimate indicates that 
annual depreciation charges will amount to approximately $825,000. This figure, 
of course, cannot be fixed accurately without a detailed engineering survey 
Which would be made as soon as possible after enactment of the bill. These 
are the two major cost items not now reflected in the airport’s accounting, but 
Which should be considered in fixing rates regardless of whether the airport 
is incorporated. Other indirect costs, such as civil service retirement, employees’ 
compensation contributions, and the administrative expenses of the advisory 
board, which also will be reflected for the first time as items of airport expense, 
will not be substantial 

Turning to more technical considerations, Mr. Tipton expressed some mis- 
givings about the inclusion in this bill of a reference to the description of the 
airport contained in the statute which this bill would supersede. We believe 
that this objection could be met by inserting in line 3 of page 1 of the bill, between 
the statutory reference “(54 Stat. 686)” and the comma, the following words: 
“excepting section 1 (b) thereof, which is continued in effect,”. 

There is enclosed a memorandum from the Deputy General Counsel of the 
Department of Commerce to the Secretary of Commerce discussing the legal 
implications of a transfer of the airport land to the proposed Corporation. The 
Bureau of the Budget would have no objection to the amendment to section 1 
of 8. 3485 suggested by that memorandum. 

Sincerely yours, 
Row LanD HuGuHes, Director. 


JUNE 11, 1954. 
‘lo: The Secretary of Commerce: 
From: Deputy General Counsel, Department of Commerce, Hal B. Corwin. 
Subject: The effect of the proposed transfer by S. 3435 (S3d Cong.) to the pro- 
posed Washington National Airport Corporation of title to realty on which the 
Washington National Airport is located. 

There is pending before the 88d Congress, 8S. 3435, a bill introduced by Senator 
Bricker at the request of the Department of Commerce. This bill has for its 
purpose, among others, the creation of a Federal corporation “to protect, operate, 
improve, and maintain the Washington National Airport as a business enter- 
prise and a public service facility.” ’ 

This bill would transfer to the Corporation “all property, real, personal, and 
mixed, now operated by the Administrator of Civil Aeronautics as the Washing- 
ton National Airport * * *”? 

Some concern was indicated during the hearing before the Committee on Inter- 
state and Foreign Commerce of the Senate on this bill with respect to the possible 
effect, of such a transfer of the realty on which the airport is located, on the 
existing agreement between the State of Virginia and the United States Govern- 
ment under which the area in effect is declared to be a Federal reservation. 

This concern may arise from pronouncements, for example, of the United 
States Supreme Court in S. R. A., Inc. v. Minnesota* where realty acquired by 
the United States for public purposes and over which the United States had 
acquired exclusive legislative jurisdiction pursuant to the Constitution* was 
sold to a private purchaser under a contract of sale giving the purchaser right 
of possession but reserving legal title in the property as security for the pay- 
ment of the purchase price by installments. The Supreme Court held that when 
the purchaser took possession of the property, it became subject to the terri- 
torial jurisdiction of the State. 


Sec. 5 of S 
27Sec. 16 of S 





327 U. S. 558 


* Art. I, sec. 8, clause 17 
* Supra at p. 565 
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The question posed by those concerned over the effect of the transfer of realty 
by the bill, 8S. 3485, is answered in our opinion by the views elsewhere expressed 
by the Supreme Court as to the relationship of a wholly owned Federal corpora 
tion to the United States Government 

In 1939 the Supreme Court was confronted with the question of ‘whether a 
national bank may pledge assets to secure deposits of funds made by governmental 
agencies, even though they may not be ‘public money’ within the scope of section 
45 of the National Banking Act; (13 Stat. 99, 118; 12 U. 8S. C., see. 90).” (In- 
land Wateru ays Corp. V. Young, 309 U. S. 517, 518.) 

Two wholly owned Government corporations, the Inland Waterways Corpora- 
tion and the United States Shipping Board Merchant Fleet Corporation, had 
made deposits in a national bank which became insolvent. 

In deciding this case, the court used language which appears to us to be 
particularly relevant in considering the significance of the form which the holder 
of the legal title to the airport lands takes insofar as it relates to the agreement 
between the State of Virginia and the United States Government on jurisdiction 
over the premises: 

‘So far as the powers of a national bank to pledge its assets are concerned, 
the form which the Government takes—whether it appears as the Secretary of 
the Treasury, the Secretary of War, or the Inland Waterways Corporation—is 
wholly immaterial. The motives which lead the Government to clothe its ac- 
tivities in corporate forms are entirely unrelated to the problem of safeguarding 
governmental deposits, and therefore irrelevant to the issue of ultra vires * * * 
‘The true nature of these modern devices for carrying out governmental functions 
is recognized in other legal relations when realities become decisive. * * * 

“The funds of these corporations are, for all practical purposes, Government 
funds, the losses, if losses there be, are the Government’s losses.” ' 

In 1945, the Supreme Court in the case of Oherry Cotton Mills v. U. S. (827 
U. 8. 5386) again ruled most specifically on the contention that a corporation 
wholly owned by the Federal Government should be treated as a private cor- 
poration. 

The petitioner in this case was owed $3,104.87 by the Government in refund of 
taxes paid by petitioner under the Agricultural Adjustment Act. The petitioner 
owed the Reconstruction Finance Corporation a $5,963.51 balance on a note for 
borrowed money. The Comptroller General directed the Treasury not to pay 
out the refund to the petitioner, but to issue the check to RFC to partially liqui- 
date petitioners’ indebtedness to that governmental agency. 

The petitioner challenged such action on the grounds that RFC should be 
treated as a privately owned corporation and that the indebtedness to RFC was 
not a claim “on the part of the Government” entitling it to be set up as a counter 
claim under the Comptroller General’s procedure. 

The Court answered this challenge thus: 

“We have no doubt but that the setoff and counterclaim jurisdiction of the 
Court of Claims was intended to permit the Government to have adjudicated in 
one suit all controversies between it and those granted permission to sue it, 
whether the Government’s interest had been entrusted to its agencies of one kind 
or another. Every reason that could have prompted Congress to authorize the 
Government to plead counterclaims for debts owed to any of its other agencies 
applies with equal force to debts owed to the RFC. Its Directors are appointed 
by the President and confirmed by the Senate; its activities are all aimed at ac 
complishing a public purpose; all of its money comes from the Government; its 
profits, if any, go to the Government; its losses the Government must bear. That 
the Congress chose to call it a corporation does not alter its characteristics so 
as to make it something other than what it actually is, an agency selected by 
government to accomplish purely governmental purposes” (Inland Waterways 
Corp. v. Young, 309 U. 8. 517, 524)." 

In our opinion the use of the corporate form is equally irrelevant to the agree- 
ment between the State of Virginia and the United States Government with re- 
spect to jurisdiction of the sites of the airport property. 

If, there remain any reservations with respect to this position, there would 
appear to be no objection to amendment of line 8, page 1, of S. 3485 by insertion 
between the word “created” and the comma, the phrase “as an agency and in- 
strumentality of the United States”. Such an amendment would, in our opinion, 
clarify rather than create any different rights. 
ah eideliiaiideia decide 


6 Supra at p. 524. 
* Supra at p. 539. 
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UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COM MERCE, 
June &, 1954 
Hon. RowLanp Hvucues, 
Director, Bureau of the Budget 


karecutive Office of the President, Washington 25, D. ¢ 


Dean Mr. HuGues 

On May 27, 1954, I forwarded to you certain questions raised by the Air Trans- 
port Association concerning 8. 3435, a bill to incorporate the Washington National 
\irport In connection with your reply thereto, I wish you would consider the 
draft bill “To improve the administration of the public airports in the Territory 
of Alaska,” which was forwarded on May 2S, 1954 to the Vice President by the 
Secretary of Commerce. A companion bill has been introduced as H. R. 9456. 

I am advised that there is substantial similarity between the problems pre- 
sented by the public airports administered in the Territory of Alaska, under the 
urisdiction of the Secretary of Commerce, and the Washington National Airport. 
[I note that it is only with respect to the latter that the establishment of a Fed- 
eral corporation is suggested In connection with the Alaskan airports, a re 
volving fund is proposed along the lines suggested by the Comptroller General 
for the Washington National Airport. The principal difference between the 

oO approaches would appear to be the question of the right of suit 

I am sure your comments on this proposal for the Alaskan airports will assist 


Committee in its consideration of S. 3455 
Sincerely yours, 
JoHN W. Bricker, Chairman 


[EXECUTIVE OFFICE OF THI PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 15, 1954. 
lon Joun W IRICKER, 
Chairman, Committee on Iuterstate and Foreign Commerce, 
lt nited States Senate Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This will reply to your letter of June 8, 1954, 
requesting the comments of this office on certain differences between a draft 
bill to improve the administration of the public airports in the Territory of 
Alaska and 8S. 5485, a bill to incorporate the Washington National Airport, and 
for other purposes. 

The fundamental difference between the two bills is that S. 3485 provides 
for the creation of a Government corporation with the usual corporate powers 
and flexibility while the Alaska airports bill deals only with the method of 
financing airport operations and its principal purpose is limited to the establish- 
ment of a revolving fund. The Deputy Director of the Bureau of the Budget 
submitted to your committee at the time of his testimony on S. 3435, a column- 
by-column analysis showing the similarities and differences between a revolving 
fund and a Government corporation 

The decision to recommend incorporation of the Washington National Airport 
was not made until after consideration of other possible solutions to the airport’s 
problems, such as the creation of a revolving fund and use of the business-type 
budget and accounting procedures permissible under the Budget and Account- 
ing Procedures Act of 1950. It was concluded that a revolving fund by itself, 
While making possible considerable financial flexibility, would not afford the 
necessary degree of operating flexibility. 

The factors justifying incorporation of the Washington National Airport do 
not apply in the same degree to the Alaska airports. There is no comparison 
between the volume, variety and complexity of business operations carried on 
by the Washington and Alaska airports. Furthermore, the Alaska airports 
probably will be unable to operate on a fully self-sustaining basis at this stage 
of their development. This fact is recognized by section 11 (f) of the Alaska 
bill which authorizes appropriations to cover losses sustained in the operation 
of the airports. It should be noted that this provision is not contained in 
S. 3435. 

We believe that establishment of a revolving fund will provide the flexibility 
required at this time by the Alaska airports. The question of incorporating 
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the airports should be reviewed when they approach their practical operating 
capacity and demonstrate their ability to be substantially self-supporting. 
Sincerely yours, 
ROWLAND HuGues, Director. 


The Cuatrman. I think we ought to make a part of the record at 
this time, Public Law 674 of the 76th Congress and Public Law 59 
of the 80th Congress as well as Public Law 208 of the 79th Congress. 


which refer to the boundary line question Mr. Tipton testified about. 
( | he law Ss refe) red toareas follows re 


[Pus No. 674—761TH CONGRESS] 


| CHAPTER 444—3p SESSION } 
[S. 3927] 


AN ACT To provide for the administration of the Washington National Airport, and for 
other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That for the purposes of this Act 

(a) “Administrator” means the Administrator of the Civil Aeronautics 
Authority. 

(b) “Airport” means the Washington National Airport, which shall consist 
of, and include, the tract of land, together with all structures, improvements, and 
other facilities located thereon, lying partly in the District of Columbia and 
partly in the State of Virginia, particularly described as follows: 

Commencing at a point of beginning, said point being the intersection of the 
property line of property owned by the Richmond, Fredericksburg and Potomac 
Railroad Company, and dredging base line at station 0+18.99 referenced south 
6,808.21, west 9,078.02, running in a southeasterly direction on a bearing of south 
22°51'18’’ east a distance of 6,270.91 feet, more or less, to station 62+4-89.90 of 
said dredging base line. Thence 13°30’ right on a bearing of south 9°21'1S8’’ 
east a distance of 1,832.29 feet, more or less, to station 76+-22.19 of said base line 


Thence 11°04'19”" right on a bearing of south 1°43’01"" west a distance of 1,231.20 


» 


feet, more or less, to station SS+-53.39 of said base line. Thence 12°40'41’’ right 
on a bearing of south 14°23'42’" west a distance of 2,409.32 feet, more or less, to 
station 112+62.71 on said base line. Thence 1°15'44.3"" right on a bearing of 
south 15°39'26.3'" west a distance of 4,938.38 feet, more or less, to United States 
Coast and Geodetic Survey Station WATER, referenced south 22,220.86, west 








8305.54 Thence 17°09'25.6"" left on a bearing of south 1°29'59.3"" east a dis 
tance of S5.58 feet, more or less, to a corner of the property line between the 
United States of America and Smoot Sand and Gravel Corporation. Thence 


85°59'59.3"" right on a bearing of south S4°30’00"' west a distance of 1,516.41 
feet, more or less, to a Monument located at a corner on the property line of the 
Richmond, Fredericksburg and Potomac Railroad Company, said monument being 
referenced south 22,451.75, west 9,902.73. Thence 85°50’06.7"" right on a bearing 
of north S°09'54’’ west a distance of 442.68 feet, more or less. Thence 5°00'12"’ 
left on a bearing of north 13°10'06’’ west a distance of 578.64 feet, more or less 
Thenee 4°57'25"’ left on a bearing of north 18°0O7'31’" west a distance of 462.94 
feet, more or less. Thence 1°34'50’’ left on a bearing of north 19°42'21’’ west 
a distance of 943.56 feet, more or less, to the point of a curve having an angle of 
27°52'45"" right radius 1,241.15 feet, long chord 597.98 feet, on a bearing of north 
5°45'58"" west Thence along the are of said curve a distance of 603.92 feet, 
more or less, to the point of tangency of said curve. Thence along a tangent to 


>> 


said curve on a bearing of north 8°10’24’’ east a distance of 232.33 feet, more ot 
less, to the point of a curve having an angle of 36°59'09"" left, radius 1,046 feet, 
long chord 663.56 feet on a bearing of north 10°19'10.5'" west. Thence along the 
are of said curve a distance of 675.22 feet, more or less, to the point of tangency 
of said curve. Thence along a tangent to said curve on a bearing of north 
98°48'45'’ west a distance of 256.75 feet, more or less. Thence 30°33'10’" left on 
a bearing of north 59°21'55’’ west a distance of 287.84 feet, more or less. Thencé 
10° 45’20'’ right on a bearing of north 18°36'35’’ west a distance of 1,142.08 feet, 
more or less. Thence 5°43’29"’ right on a bearing of north 12°53’06’’ west a dis 
tance of 118.02 feet, more or less, to the point of a curve having an angle of 
96°20'50'’ right, radius 3,665.71 feet, long chord 1,670.85 feet on a bearing of 
north 0°17'19"" east Thence along the are of said curve a distance of 1,685.66 








54 WASHINGTON NATIONAL AIRPORT INCORPORATION 


feet, more or less, to the point of tangency of said curve. Thence along a tangent 


g 
to said curve on a bearing of north 13°27'44’’ east a distance fo 2,002.11 feet, more 
or less, to the point of a curve having an angle of 10°36’35’’ left, radius 2,864.79 
feet, long chord of 529.59 feet on a bearing of north 8°09'31.5”’ east. Thence along 
the are of said curve a distance of 530.25 feet, more or less, to the point of 
tangency of said curve. Thence along a tangent to said curve on a bearing of 
north 2°51'19’’ east a distance of 124.53 feet, more or less. Thence 6°57’52’’ 
left on a bearing of north 4°06'33’’ west a distance of 571.33 feet, more or less. 
Thence 7°22’39’’ left on a bearing of north 11°29'12’’ west a distance of 811.63 
feet, more or less. Thence 8°16'52’’ right on a bearing of north 3°12’20’’ east 
a distance of 70.41 feet, more or less, to the point of a curve having an angle of 
7°42'12"’ right, radius 5,479.58 feet, long chord 737.75 feet on a bearing of north 
7°03'56"" east. Thence along the are of said curve a distance of 738.31 feet, more 
or less, to the point of tangency of said curve, said point being on the old property 
line between Mary E. Cullinane and Milton Hopfenmaier property. Thence 
along said property line on a bearing of north 75°11'50”’ east a distance of 204.72 
feet, more or less, to a monument marked U. S. D. 1—N. P. S., reference south 
18,419.16, west 10,829.26. Thence along the same bearing of north 75°11'50’’ 
east a distance of 215 feet, more or less. Thence 34°36'06"’ left on a bearing of 
north 40°35'44"’ east a distance of 1,509 feet, more or less, to the point of a curve 
having an angle of 5°45’ left, radius 7,239.41 feet, long chord of 72.20 feet, on a 
bearing of north 37°53'14”’ east. Thence along the are of said curve a distance 
of 726.51 feet, more or less, to the point of a compound curve having an angle 
of 6°00" left, radius 2,217.01 feet, long chord of 232.06 feet on a bearing of north 
32°10'44"" east. Thence along the are of said curve a distance of 232.15 feet, 
more or less, to the point of a compound curve baving an angle of 57°01’20’’ left, 
radius 1,503.74, long chord 1,244.62, on a bearing of north 0°40’04’’ east. Thence 
along the are of said curve a distance of 1,297.22 feet, more or less, to the point 
of a compound curve having an angle of 7°59’54.3’’ left, radius 2,217.01 feet, long 
chord 309.23 feet on a bearing of north 31°49'33’' west. Thence along the are 
of said curve a distance of 310 feet, more or less, to the intersection of said curve 
with the property line of the Richmond, Fredericksburg and Potomac Railroad 
Company and the United States of America. Thence in a northeasterly direction 
nlong a bearing of north 34°30'00""’ east a distance of 340 feet, more or less, to 


the point of beginning: 





excepting, however, such portion thereof as the President may, by Executive 
order or orders, prescribe, which portion shall be added to, and administered as 
part of, the Mount Vernon Memorial Highway, authorized by the Act approved 
May 23, 1928 (45 Stat. 721), as amended. 

Sec, 2. The Administrator shall have control over, and responsibility for, the 
care, operation, maintenance, and protection of the airport, together with the 
power to make and amend such rules and regulations as he may deem necessary 
to the proper exercise thereof. 

Seo. 3. The Administrator is empowered to lease upon such terms:as he may 
deem proper, space or property within or upon the airport for purposes essential 
or appropriate to the operation of the airport. 


Approved, June 29, 1940 





{PupLtic Law 59—S0OrH CONGRESS] 


[CHAPTER 62—1ST SESSION ] 


[H. R. 2758] 


AN ACT To amend the Act entitled “An Act to provide for the administration of the 
Washington National Airport, and for other purposes,” approved June 29, 1940 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act entitled “An Act to provide for 
the administration of the Washington National Airport, and for other purposes”, 
approved June 29, 1940 (54 Stat. 686), is amended by adding at the end thereof 
the following new sections: 

“Sec. 4. (a) The Administrator, and any Civil Aeronautics Administration 
employee appointed to protect life and property on the airport, when designated 
by the Administrator, is hereby authorized and empowered (1) to arrest under 
a warrant within the limits of the airport any person accused of having com- 
mitted within the boundaries of the airport any offense against the laws of the 
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United States, or against any rule or regulation prescribed pursuant to this Act ; 
(2) to arrest without warrant any person committing any such offense within 
the limits of the airport, in his presence; or (3) to arrest without warrant within 
the limits of the airport any person whom he has reasonable grounds to believe 
has committed a felony within the limits of the airport. 

“(b) Any individual having the power of arrest as provided in subsection (a) 
of this section may carry firearms or other weapons as the Administrator may 
direct or by regulation may prescribe. 

“(c) The United States Park Police may, at the request of the Administrator, 
be assigned by the Director of the National Park Service, in his discretion, 
subject to the supervision and direction of the Secretary of the Interior, to 
patrol any area of the airport, and any members of the United States Park Police 
so assigned are hereby authorized and empowered to make arrests within the 
limits of the airport for the same offenses, and in the same manner and circum- 
stances, as is provided in this section with respect to employees designated 
by the Administrator. 

“Sec. 5. Any person who knowingly and willfully violates any rule or regula- 
tion prescribed under this Act shall be guilty of a misdemeanor, and, upon con- 
viction thereof, shall be fined not more than $500 or imprisoned not more than 
six months, or both. 

“Src. 6. The officer on duty in command of those employees designated by the 
Administrator as provided in section 4 may accept deposit of collateral from 
any person charged with the violation of any rule or regulation prescribed under 
this Act, for appearance in court or before the appropriate United States 
commissioner; and such collateral shall be deposited with the United States 
commissioner at Alexandria, Virginia. 

“Sec. 7. The Administrator may enter into agreements with the State of Vir- 
ginia, or with any political subdivision thereof, for such municipal services as 
the Administrator shall deem necessary to the proper and efficient government 
of the airport, and he may, from time to time, agree to modifications in any 
such agreement: Provided, however, That where the charge for any such service 
is established by the laws of the State or Virginia, the Administrator may not 
pay for such service an amount in excess of the charge so established. There is 
hereby authorized to be appropriated such sums as may be necessary for the 
making of payment for services under any such agreement.” 

Approved May 15, 1947. 


[Pustic Law 208—79Trn CONGRESS] 
[CuHaptTer 443—I1str Session ] 


[H. R. 3220] 


AN ACT To establish a boundary line between the District of Columbia and the Common- 
wealth of Virginia, and for other puryx S 


Be it enacted by the Senate and House of Representatives of the United States 


of iImerica in Congress ass mbled, 


TITLE I—BOUNDARY LINE BETWEEN THE DISTRICT OF COLUMBIA 
AND THE COMMONWEALTH OF VIRGINIA 


Sec. 101. The boundary line between the District of Columbia and the Com- 
monwealth of Virginia is hereby established as follows: 

Said boundary line shall begin at a point where the northwest boundary of the 
District of Columbia intercepts the high-water mark on the Virginia shore of the 
Potomuc River and following the present mean high-water mark; thence in a 
rly direction along the Virginia shore of the Potomac River to Little 
River, along the Virginia shore of Little River to Boundary Channel, along the 
Virginia side of Boundary Channel to the main body of the Potomac River, along 
the Virginia side of the Potomac River across the mouths of all tributaries 
affected by the tides of the river to Second Street, Alexandria, Virginia, from 
Second Street to the present established pierhead line, and following said pier- 
head line to its connection with the District of Columbia-Maryland boundary line; 
that whenever said mean high-water mark on the Virginia shore is altered by 
artificial fills and excavations made by the United States, or by alluvion or 
erosion, then the boundary shall follow the new mean high-water mark on the 


southeaste 
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Virginia shore as altered, or whenever the location of the pierhead line along the 
Alexandria water front is altered, then the boundary shall follow the new 
location of the pierhead line 

Sec, 102. All that part of the territory situated on the Virginia side of the 
Potomac River lying between the boundary line as described in section 101 and 
the mean high-water mark as it existed January 24, 1791, is hereby ceded to and 
declared to be henceforth within the territorial boundaries, jurisdiction, and 
sovereignty of the State of Virginia: Provided, however, That concurrent juris 
diction over the said area is hereby reserved to the United States. 

See. 108. Nothing in this Act shall be construed as relinquishing any right, 
title, or interest of the United States to the lands lying between the mean high 
vater mark as it existed January 24, 1791, and the boundary line as described in 
section 101; or to limit the right of the United States to establish its title to 
of said lands as provided by Act of Congress of April 27, 1912 (37 Stat. 
¢ or the jurisdiction of the courts of the United States for the District of 
Columbia to hear and determine suits to establish the title of the United States 
in all lands in the bed, marshes, and lowlands of the Potomac River, and other 
lands as described by said Act below the mean high-water mark of January 24, 
1791; or to limit the authority to make equitable adjustments of conflicting 
claims as provided for in the Act approved June 4, 1934 (48 Stat. 836). 

Sec. 104. The “present” mean high-water mark shall be construed as the mean 
high-water mark existing on the effective date of this Act. 

Sec. 105. The United States Coast and Geodetic Survey is hereby authorized, 
empowered, and instructed to survey and properly mark by suitable monuments 
the said boundary line as described in section 101, and from time to time to 
monument such sections of said boundary line as may be changed as provided for 
in section 101; and the necessary appropriations for this work are hereby 
authorized. 

Sec. 106. The provisions of sections 272 to 289, inclusive, of the Criminal Code 
(U.S. C., title 18, sees. 451-468) shall be applicable to such portions of the George 
Washington Memorial Parkway and of the Washington National Airport as are 
situated within the Commonwealth of Virginia. Any United States commis 
sioner specially designated for that purpose by the District Court of the United 
States for the Eastern District of Virginia shall have jurisdiction to try and, if 
found guilty, to sentence persons charged with petty offenses against the laws 
of the United States committed on the above-described portions of the said park- 
way or airport. The probation laws shall be applicable to persons so tried. For 
the purposes of this section, the term “petty offense” shall be defined as in section 
335 of the Criminal Code (U. S. C., title 18, sec. 541) If any person charged 
with any petty offense as aforesaid shall so elect, however, he shall be tried in 
the said district court. 

Sec. 107. The State of Virginia hereby consents that exclusive jurisdiction on 
the Washington National Airport (as described in sec. 1 (b) of the Act of June 
29, 1940 (54 Stat. 686) ), title to which is now in the United States, shall be in 
the United States. The conditions upon which this consent is given are the fol 
lowing and none others: (1) There is hereby reserved in the Commonwealth of 
Virginia the jurisdiction and power to levy a tax on the sale of oil, gasoline, and 
ill other motor fuels and lubricants sold on the Washington National Airport 
for use in over-the-road vehicles such as trucks, busses, and automobiles, except 
sales to the United States: Provided, That the Commonwealth of Virginia shall 
have no jurisdiction or power to levy a tax on the sale or use of oil, gasoline, 
or other motor fuels and lubricants for other purposes: (2) there is hereby 
expressly reserved in the Commonwealth of Virginia the jurisdiction and power 
to serve criminal and civil process on the Washington National Airport: and (3) 
there is hereby reserved in the Commonwealth of Virginia the jurisdiction and 
power to regulate the manufacture, sale, and use of alcoholic beverages on the 
Washington National Airport (as described in sec. 1 (b) of the Act of June 29, 
1940 (54 Stat. GSG)). 

Subject to the limitation on the consent of the State of Virginia as expressed 
herein exclusive jurisdiction in the Washington National Airport shall be in 
the United States and the same is hereby accepted by the United States. 

rhis Act shall have no retroactive effect except that taxes and contributions 
h connection with operations, sales and property on and income derived at the 
Washington National Airport heretofore paid either to the Commonwealth of 
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Virg uo the Dist ob Columb ure hereby declared to have been pa d to the 
proper jurisdictions and Commonwealth of Virginia and the District of 
Columbia each hereby waives any claim for any such taxes or contributions here 
fore assessed or assessable to the extent of any such payments to either 
il i 
{ny provision of law of the United States or the Commonwealth of Virginia 
vhiel sto any extent in contlict with this Act is to the extent of such conflict 
hereby expressly repealed 
10S lL his tle sh not become elfective unless and until the State ol 


Virginia hall aAcce] the provisions thereof 


rITLE LI—MISCELLANEOUS 


Sec. 201. Nothing in this Act shall be con ued (a) to prevent the acceptance 
re United States pursuant to the provisions of section 355 of the Revised 
es amended HH) | s. ¢ ec, 255), of such jurisdiction as may be 
inted by the State of Virginia over any lands to which the United States now 
Ss, or may hereatte rive, title within the oundaries of the State as established 
by this Act; or (b) to affect any jurisdiction heretofore obtained by the United 
States from the State of Virginia over lands adjoining or adjacent to those 
herein ceded; and all jurisdiction whether partial, concurrent, or exclusive, 
WI h Virgn i ceded and hicl he United States has a cepted over any 
] ’ uri of the ceded total is hereby ¢ \pressiy re tained 
. 202. Section 111 of the Judicial Code (46 Stat, 56; | s. C., title Zs, sec. 
> ended, is hereby turther amended to read as follows: 


The State of Virginia is divided into two districts, to be known a the eusterno 


nd western districts of Virginia 
“The eastern district shall include the territory embraced on the effective date 
is Act in t! counties of Accomac, Arlington, Amelia, Brunswick, Caroline, 
Charles City, Chesterfield, Culpeper, Dinwiddie, Elizabeth City, Essex, Fairfax, 
Fauquier, Gloucester, Goochland, Greensville, Hanover, Henrico, Isle of Wight, 
es ( King and Queen, King George, King William, Lancaster, Loudoun, 


| lisa, Lunenl gg, Mathews, Mecklenburg, Middlesex, Nansemond, New Kent 


folk, N hampton, Northumberland, Nottoway, Orange, Powhatan, Prince 





Ldw ad, Vv George, | ce Willia Princess Anne, Richmond, Southampton, 
Stiff ] rrv, Sussex, Warwick, Westmoreland, and Yor} 
the district court hall be held at Richmond n the first Mondays 
Ap nd October: at Norfolk on the f t Mondays in Ma ind November; and 
( he St ond: sin. nd December 
Wes ( ri hall include the te i y ¢ braced on the fective date 
\ the l S f A ghal Albermarle \ erst \ppo ittox 
j | t l Bot muurt, B hat > i ( bel 
( rie «"} ( irk ( ig Ciumobertlat lL) c | va I 1 i 
l nt ! i ie! .. es, Gil | ( I] ii \ i hiand I 
Minds \ ‘ N ‘ Page, Patri I isk Pit hia, Rappaha 
) Roa | kbrie ui I il R s Shi lon \ t} 
\ \\ Washing \\ ind vtie 
erl Stiall held at Abingdon o1 f d Mond: 
in April and N ibe t Big Stone Gap o he f t Mondays in May and 
October : at ¢ irlott ( he first Monday in February ar 
next ‘ tl ! Mond 1 ucus t Danville « thre oO \ 
February and on the Wednesday next after the first Monda t 
Hiarrisonbure n the third Monday March and on the 
October t Lynchburg he firs Mondays in June and D 
Roanoke on the first Mondays in January and July 
he er] f hy rt fe the western district hall maintain an office in 
charge of himself or a deputy at Lynchburg, Roanoke, Danville, Charlottesville, 


Harrisonburg, Big Stone Gap, and Abingdon, which shall be kept open at all 
times for the transaction of the business of the court 


Lpproved October 51 45 

The Cuarman. We have only one more witness. Mr. Ceconi, we 
vill make the reports of Mr. Roger Lewis, Assistant Secretary of the 
\Lir Force, and William P. Rogers, Assistant Attorney General, De 
partment of Justice,a part of the record. 
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(The reports of Roger Lewis and William P. Rogers are as 

follows:) 
JUNE 11, 1954. 
Hon. JonNn W. BricKer, 
Chairman. Committee on Interstate and Foreign Commerce, 
United States Senate, Washinaton, D. C. 

DEAR SENATOR: This is in response to your request for the views of the De- 
partment of Justice relative to the bill (S. 3435) to amend the act relating 
to the administration of the Washington National Airport, to incorporate the 
Washington National Airport Corporation, and for other purposes. 

The bill would create a corporation to be known as the Washington National 
Airport Corporation, subject to the direction of the Secretary of Commerce, and 
with the management of the Corporation vested in the Secretary. The Corpora- 
tion, which would be subject to the Government Corporation Control Act, would 
have the powers, in addition to those conferred by the measure, deemed nec- 
essary to protect, operate, improve and maintain the Washington National Air- 
port as a business enterprise and a public service facility. The bill would pro- 
vide for the transfer to the Corporation of title to the land, structures, utilities 
and other facilities of the airport, now operated by the Administrator of Civil 
Aeronautics. 

While the Department of Justice would have no objection to the enactment of 
legislation creating a Washington National Airport Corporation, there are certain 
provisions of the bill here under consideration which would seem to merit further 
study. 

Section 4 (c) of the bill would authorize the Corporation “to acquire, by pur- 
chase, lease, condemnation, or in any other lawful manner, any property, real, 
personal, or mixed, tangible or intangible, or any interest therein; to hold, main- 
tain, use, and operate the same; and to sell, lease, or otherwise dispose of the 
same at such time, in such manner, and to the extent deemed necessary or 
appropriate to carry out the purposes of the Corporation.” This language would 
seem to indicate an intention that title to land acquired under the measure shall 
be taken in the name of the Corporation rather than in the name of the United 
States, since the lands comprising National Airport are to be transferred from 
the United States to the Corporation 

While there would appear to be no objection to open market acquisitions of 
lands in the name of the Corporation, the bill should make clear that lands 
acquired by condemnation should be taken in the name of the United States and 
that the titles to land acquired under the measure would be subject to approval by 
the Attorney General as provided for by section 355 of the Revised Statutes (40 
U.S. C. 255). The duty of passing upon the validity of title to lands acquired 
by the United States has generally, for more than a century, been vested in the 
Attorney General. The Department of Justice has a staff of attorneys trained 
in the field of title examination. To provide for title examination elsewhere 
would mean a wasteful overlapping of functions at the expense of economy and 
efficiency. It is therefore recommended that section 4 (c) of the bill be amended 
by adding the following language at the end thereof: 

‘Proceedings for condemnation shall be instituted pursuant to the provisions 
of the Act approved August 1, 1888 (25 Stat. 357) as amended, and section 1403 
of Title 28, United States Code. The Act approved February 26, 1931 (46 Stat. 
1421) as amended, shall be applicable to any such proceeding. All real property 
acquired under this Act shall be subject to the provisions of section 355 of the 
Revised Statutes, as amended.” 

The amendment proposed, or some similar amendment, would be in the interests 
of the United States, and would avoid with respect to this Corporation diffieul- 
ties which heretofore have been encountered in connection with the acquisition 
of real property by Government agencies without approval of title by the Attor- 
ney General, and by condemnation proceedings not conducted through the 
Attorney General. 

Section 4 (h) of the bill would authorize the Corporation “to sue and be sued 
in its corporate name, * * *,” and section 4 (m) would grant the Corporation 
authority “to settle and adjust claims held by it against other persons or parties 
and by other persons or parties against the Corporation.” These provisions 
might be construed to empower the Corporation to handle its own litigation in 
derogation of the provisions of section 507 of title 28, United States Code, pro- 
viding for supervision of Government litigation by the Attorney General, and 
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also to conflict with the Tort Claims Act (28 U. 8S. C. 1346b, 2671 et seq.). While 
it may be argued that the multitude of small claims which will probably arise 
out of the activities of the Corporation might be more expeditiously handled by 
its own attorneys or by private attorneys retained by the Corporation, it is 
believed advisable that supervision of all litigation involving the Corporation 
should be vested in the Attorney General. If it is thought desirable that pro- 
vision be made for division of the litigation, it is suggested that the most prac 
ticable arrangement would be a flexible one in which the division could be agreed 
upon between the Department of Justice and the Corporation, final decision being 


eft to the Attorney General. This could be accomplished by amending section 
22 of the bill to read as follows: 

“Sec. 22. All laws or parts of laws, inconsistent with this Act are repealed 
to the extent of such inconsistency ; provided, however, that nothing herein shall 


be construed to exempt the Corporation, or its operations from the application of 


ection 507 (b) and 2679 of Title 2S, United States Code, or of section 367 of 
the Revised Statutes (5 U. S. C.. see. 316).” 
Section 18 of the bil would provide that employees of the Corporation appointed 


10 protect life and property on areas within the jurisdiction of the Corporation, 


“when designated by the airport manager,” shall be authorized to make arrests 
it is suggested that the section be amended so that such designations shall be 
made by the Secretary of Commerce since the bill makes no provision for an 

office of “airport manager’ and such an official title might never be used by 
the Corporatiot Also, the practice seems to be that “special police” are ap 
winted by the head of the agency. See, for example, 40 United States Code 
Tw } 


special police for the General Services Administration ) the present legis 


ition concerning protection of life and property at the airport (61 Stat. 94) ; 


In view of the provisions in the bill relating to the future acquisition of land, 
or interests therein, on behalf of the Corporation, it would seem advisable that 
the Secretary of Commerce be authorized to obtain such jurisdiction over the 
land, or interests therein, as may be deemed necessary to carry out purposes 
of the Corporation. It is accordingly suggested that the bill be amended by the 


addition to section 4 (c), after the matter already suggested for addition to such 





section on the second page of this letter, of the following sentence: ‘“The Secretary 
of Commerce may accept or secure, in such Cases and at such times as he may 
deem desirable, from the State in which any lands or interests therein heretofore 
or hereafter acqu ed for purposes of the Cor poration may be situated, consent to 
or cession of such jurisdiction, exclusive or partial, not theretofore obtained, 
in accordance with the provisions of the said section 355 of the Revised Statutes, 
as amended.” 

The Bureau of the Budget has advised that there is no objection to the submis 
sion of this report 

Sincerely 
WILLIAM P. RoGers, 
Deputy Attorney General. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, May 24, 1954. 
Hon. Joun W. BRICKER, 
Chairman. Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: Reference is made to your request for the comments of 
the Denartment of Defense on S. 3435, a bill to amend the act relating to the 
administration of the Washington National Airport, to incorporate the Wash 
ington National Airport Corporation, and for other purposes. The Secretary 
of Defense has delegated to this Department the responsibility for presenting 
the views of the Department of Defense on this legislation. 

The purpose of 8S, 8485 is to form a Government corporation for the opera 
tion of the Washington National Airport. The proposed Corporation would 
have the power necessary to operate, protect, improve, and maintain the airport 
as a business enterprise and a public service facility. 

The Department of Defense concurs generally in this legislation. 

The Department of Defense is unable to estimate the fiscal effects of the 
enactment of this bill. 
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Phis report has been coordinated within the Department of Defense in accord 


ance with procedures prescribed by the Secretary of Defense 
The Bureau of 





the Budget advises that it has no objection to the submission 


Rocer Lewis 


The Cuamman. You may proceed, Mr, Ceconi. 


STATEMENT OF ELMO J. CECONI, REAL ESTATE DIVISION, OFFICE 
OF THE ASSISTANT CHIEF OF STAFF FOR INSTALLATIONS, HEAD- 
QUARTERS, UNITED STATES AIR FORCE 


Mr. Ceconr. Mr. Chairman and members of the committee, my name 
Klmo J. Cecon lam from the Real Estate Division of the Office 
fthe Assistant Chief of Staff for Installations, Headquarters, United 
ssi f Air Force. I have a prepared statement which | propose to 
then answer any questions that the committee may have. 
maartment of the Air Force appreciates the opportunity to 
ore this committee to present the views of the Department 

Defense on 8.3455, a bill to incorporate the Washington National 
\irport Corporation. 

Phe De partment of Defense has a continuing requirement for the 
use of facilities at the Wa ungeton National Airport by the Military 
\ir 7] ransport Service to support the aireraft used by the President, 

reratt carrying i o}) (Grovernment officials, and flights requiring the 


1f Customs and Immigration Services. 
| view of the og@nized requirements To such use of facilities at 
Was neton Nat onal \irport, an opera Ing agreement was devel 
hetween thie Admunistrator of ( 1\ ] \ ronauties and the Depart 
ent of the Air Foree.. The original agreement was effective July 
- but was superseded by a new agreement dated June 20, 1951. 
{ tter operating agreement was amended on February 8, 1952, 

gain on September 1, 1953. 

| igreement, in effect, provides for conducting necessary mili 
pe on ind for the cont hued use and occupancy of buildings 


cilities for the support of the military mission at the Washing 
National Airport ; 


intil such time as the requirements for these 

no longer exist. Pursuant to such operating agreement the 

Air I ce turned over to the ¢ AA certain buildn YS, aS SD ecified in 

ereement, md reserved 1 » Ol portions of certain buildings. 

W it your pern on I we uld lke to insert copies of this agreement 
»T re ra 


Mr. Creconr. Thank you, sir. 
(The document referred to is as follows :) 
Whereas the Administrator of Civil Aeronautics is charged with the mainte- 
! ce, care nd protection of the Washington National Airport: and 
Whereas the Department of the Air Force desires to use the airport for certain 
tary operations; and 


Whereas it is in the best interests of the Government to have an operating 
igreement between the Administrator of Civil Aeronautics and the Department 
the Air Force for the conduct of such operations at the Washington National 
\irport by the United States Air Force ; and 
Whereas the parties hereto have heretofore and on the first day of July 1949 

red into an agreement pertaining to the use of facilities at Washington 
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National Airport by the United States Air Force and the parties hereto have 
reement and any and all modifications in connection 
therewith, as of the effective date of this agreement; 

Now, therefore, in consideration of the premises and in consideration of the 
further agreements herein set forth, it is now agreed by and between the parties 


hereto that this agreement shall be substituted ip e of and instead of suel 


agreed to cance! said 





riginal agreement dated July 1, 1949, and said substituted agreement is as 


Lccountabilit for and control of the MATS Passenger Terminal Building 





P1569), the MATS Air Freight Terminal Building ('l 70), the Cras Sta 
tie T1572), and Warehouse (T-1582) were transferred to the Civil Aeronau 
ti Administration on or about July 1,1949. Concurrent with tl above transfer 
that portion of the MATS Passenger Terminal Building (T-1560) which is south 
of the partition that dissects the hallway betwe the main concourse and the 
south wing of this building as and will contin to be reserved for the ¢ usive 

se of the United State Air Fores This p ition runs in a W-NW to E-SE 
direction and with a double door entrance on the west wall nd is s (6G) feet 

rth f the for f the lirwa ervil the se | ng rhe use of 

the ire lounge at of the oud I ! ! ver ft bniea Vil irly 

be reserved for the « 1 ise of the U1 : For but will he made 
ile to the Administrat of ¢ \eronautioes hen dition perm 

| entire north half (42) of the Air eigl Terminal Building (T1570) 
wi be res ed for the exe ve use of tl United Stat \ Fore 

AR 

It is agreed that those structures in the WAC Area of the Washington Na 
tional Airport (Buildings T—1548, T—-1549, T-1550, T1556, T-1557, and T-155s8) 
may be occupied, will be maintained and will be removed by the United State 
Air Force at the earliest practicable date but in no @as iter than sixty (60 
days after the completion of the new 500-man Barracks refe ed { n Article VITI 
of this agreement 

| | i 
The United States Air Force shall have the right to continue the use and 
Iipancy of the Alert Building (T-1577). By Lease Number DA—49—-O080-ENG 
179, and extensions thereto, the United States <A Force shall, in accordance 
with the terms of sa lease, have the right to continue the use and occupancy 
of Hangar No. 11, for the storage and maintenance of aircraft of the President 
of the United States and other assigned VIP aircraft 
ARTICLE IV 

Control of air traflie, ground movement of aireraft, and tl ISSIZnmMent oF 
aireraft parking space is under the jurisdiction of the Adn istrator of Civil 
Aeronautics It is agreed, however, that the United States Air Force will be 


ft parking space privileges immediately adjoining and adjacent 


to those facilities occupied by that agency and in similar proportion to those 


accorded: aera 


allotted to lessees of hangars and users of the Airport by the Administrator of 
Civil Aeronautics 
ARTICLE V 





All military personnel assigned or attached to the United States Air Force 
activities located at Washington National Airport shall comply with, and all 
mnilitary activity shall be conducted in accordance with, the rules and regulations 
promulgated by the Administrator of Civil Aeronautics 


The Administrator of Civil Aeronautics agrees, subject to the availability of 
funds. to maintain and keep in good repair the Air Freight Terminal Building 
(T-1570) and the Passenger Terminal Building (T-1569), except the interior 
of those portions of the said buildings which shall be occupied by the United 
States Air Force pursuant to this agreement; the interior of such portions of 
said buildings so occupied shall be maintained and kept in good repair, subject 
to the availability of funds, by the United States Air Force 
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The United States Air Force shall furnish any janitor and cleaning service 
and pay for any public utility service, including but not limited to telephone, 
radio, telegraph, electric power, natural gas, cooling and heating services, used 
v it in the said buildings 

ARTICLE VII 





The A nisi or of Civil Aeronautics rees to cooperate with the United 
States A | e to the fullest extent possible to provide adequate space and 
facilities for the conduct and operation of all affairs involving protocol 


The United States Air Force shall have the right to continue the use and 
occupancy of Buildings T-1528, T—-1535, T-1536, T-1537, T-1538, T—1539, 'T—1540, 
r—1541, T-1: T-1544, T-1545, T-1547, T-1555, T-1504, T-1565, T-1566, 
P—1576, T-1 T—-1581, and T-1590 and T—1591, and the right of ingress 
thereto and egress therefrom. The United States Air Force is hereby granted the 
right to erect a permanent type 500-Man Barracks Building on the Airport in the 
area outlined on the plan attached hereto and made a part hereof as Exhibit “A”, 
such area being on the hill overlooking the Main ‘Terminal Building on the east, 
such area being located directly and immediately west of parking area Number 3, 





such are now being occupi by sarracks Buildings Nos. T-151S through 
P1525 and T-1528 through T—1534 
Che United States Air Force shall also have the right, upon completion, to 


and occupy this 500-Man Barracks Building with rights of ingress and egress 





thereto It is agreed that ws T-1519, T-1520, T-1521, T-1522, T-1523, 
r-1524, T-1525, T-1526, T-1529, T-1531, and 2 are to be renioved by the 
United States Air Force prior to construction of 500-man Barracks. The 
United States Air Force also agrees to emove, as a condition precedent, 


ks Buildings Nos. T-1503, '(—1504, T-—1505, T-1506 and T-1508 through 
before proceeding with the construction of the said 500-Man Barracks 

Further, it is agreed that Buildings T-1518, T-1527, T-1530, T-1531, 
and T-1546 may be occupied, will be maintained and will be removed 
nited States Air Force within sixty (60) diuys af couipletion of the 
1 permanent barracks. It is further agreed that Buildings T—157s8, T-1579, 


S1 will be removed by the United States Air Force not later than 














ARTICLE IX 


The United States Air Force agrees that it will at its expense maintain the 
ae ties and the area occupied by the facilities and used by the United States 
\ir Force as described in Article II and VIII of this agreement, including road- 
ways and parking areas other than those main thoroughfares now maintained 

| Administrator Further, the United States Air Force shall pay the cost 
ties used by it and provided by the Administrator including the cost 
dispos of the sewage resulting from the operations of the United States 

Air | ce under this agreement 

In demolishing any buildings, any area or areas left unoccupied by new struc- 
tures, after the old structures have been removed, shall be properly and appro- 
priately graded, top soiled and seeded \ portion thereof may be used for the 


nstruction of a parking area for use by the United States Air Force adjacent 
the new 500-man Barracks Building 

The Administrator of Civil Aeronautics shall have control over the location 
d type of construction of the permanent-type 500-man Barracks Building 
ontemplated by this agreement, and any change in its location from the location 
is indicated on Exhibit “A” attached hereto, as previously referred to herein, 
shal! be made only upon the Administrator’s written approval 





ARTICLE X 


In consideration of the rights granted herein to the United States Air Force 
to use the airport, the United States Air Force agrees to restrict its use of the 
landing field to aircraft used by the President of the United States, aircraft 

rying Very Important Persons and officers above the rank of Major General 


nd Rear Admiral, and maintain the lowest possible level of regularly sched- 
led flights which cannot for good reason utilize adjacent military landing areas, 
nd flights requiring the use of Customs and Immigration Services. 

rhe Administrator of Civil Aeronauti is privileged to examine, by informal 
igreement with the local United States Air Force Commander, all pertinent 


4 





WASHINGTON NATIONAL AIRPORT INCORPORATION 63 


records with respect to frequency of flights, manifests and similar matters, 
within the scope of security requirements. Where the Administrator of Civil 
Aeronautics in the course of his examination of the military flight records, con- 
cludes that violations of the intent of this agreement have occurred, suitable 
representations shall be made to the United States Air Force, and negotiations 
ind conferences shall resolve the matter. The type of Aircraft used for all 
such flights shall not exceed one hundred and twenty thousand (120,000) pounds 
gross weight without the express approval of the Airport Director 

The United States Air Force shall furnish to the Airport Director, records of 
flights operated on the airport Such reports shall be submitted not later than 





the 15th day of each month for the preceding calendar month’s operations 
ARTICLE XI 


rhe term of this agreement shall extend from July 1, 1951, and shall apply 
to all facilities herein agreed upon (except the use of Hangar No. 11 as provided 
for by Article III) until such time as United States Air Force requirements for 
the subject facilities no longer exist and shall be revocable only by agreement 


} 


between the Administrator of Civil Aeronautics and the United States Air Force 
ARTICLE XT 


It is the express intention of parties hereto that upon the termination of the 
Air Force requirement for the new 500-man barracks, the control over and 
accountability for said barracks shall be vested in the Administrator of Civil 
Aeronautics, without reimbursement to the Department of the Air Force. In 


that the Department of the Air Force cannot, under law existing at the 


me of such termination, transfer the control over and accountability for said 
barracks to the Administrator of Civil Aeronautics, the Department of the Air 
Force agrees that it will sponsor legislation before’ the Congress authorizing 


» make such transfer without requiring reimbursement. Pending the enact 
ment of such legislation, the Department of the Air Force agrees that it will 


pern the Administrator of Civil Aeronautics temporarily to use said barracks 
f ny purpose it sees fit, and to alter the same in any manner, without recourse 
i { eT ent 
ADMINISTRATOR OF CIVIL AERONAUTICS 
C. F. Hornt 
DEPARTMENT OF THE ATR ForCE. 
R. L. Grueatrre 
Whereas the Administrator of Civil Aeronautics and the Department of the 
\ir Force have entered into an operating agreement dated June 20, 1951, relating 
e conduct of certain military operations on the Washington National Airport 
id D rtment of the Air Force; and 
Whereas the parties to the said operating Agreement desire to amend it in 
tain partici rs 
N t refore, in conside ition of the promises and in consideration of the 
he el re orth, the parties hereto er l follows 
ARTICLE I 
eratin greement between the parties hereto, dated June 20, 1951, is 
led by the deletion of the last paragraph of Article I thereof and 
b f ibstitution of the following paragraph: 
he Link Trailer Room located in the northern half of the Air Freight Ter 
nal Bn ng l-1570) will be reserved for the exclusive use of the United 
Sf \ Force 


provisiol of tl iid Operatin Agreement dated June 20, 1951, 
s] ( iin in full force nd effect except as changed by this amendment 
Bile e February 8, 1952 


F. B. LEE, 
icting Administrator of Civil Aeronautics 
W. T. Kemp, 
Colonel, USAF, Chief of Staff, Wa Comd, USAI 
This is a certified true copy 
W. B. SPRINKLE, 
Vajor, USAF. 
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SECOND SUPPLEMENTAL AGREEMENT TO OPERATING AGREEMENT 


Tuis Secon», SuPPLEMENTAL AGREEMENT, entered into this Ist day of September, 
1953, by and between the Airport Director, Washington National Airport, acting 
on behalf of the Administrator of Civil Aeronautics, and the District Engineer, 
Washington District, Corps of Engineers, acting on behalf of the Department 
of the Air Force 

WITNESSETH That. whereas the Administrator of Civil Aeronautics and 


the Department of the Air Force entered into an Operating Agreement, dated 
June 20, 1951, relating to the use of certain facilities and the conduct of certain 
military operations on the Washington National Airport by the said Department 
of the Air Force; and 


Whereas by unnumbered Supplemental Agreement, or Amendment, dated 
Feb ry S, 1952, the last paragrapl f Article L of the aforesaid Operating 
Acreement pertaining to Building (T-1570 vas deleted and a new paragrapb 
vas substituted, in lieu thereof ind 

Whereas effective March 1, 1952, the use and occupancy of the Link Trainer 
Room located in the northern lf of the Air Freight Terminal Building (T- 
1570) are no longer required by the Department of the Air Force; and 

Now, therefore, in consicde} on of the mutual benefits to be derived here 


unde the parties hereto do mutually ree as follows: 

1. That the Administrat« Ciy Aeronautics will, as of March 1, 1952, 
accept surrender of the aforesaid Link Trainer Room located in the northern 
half of the Air Freight Termir Building (T-1570) situated at the Washington 
National Airport, in its present condition, and will assume the custody, sale and 
control thereof, the Department of the Air Force thereafter beit 


ing relieved 
oft any and all responsibility theref« 
2. That the terms and provisions of the Operating Agreement dated June 20, 


in full force 


I 
1951, as nended, shall, except as hereinabove amended, remain 
and effect 
B. H. Grirrrn 
lirport Director, Washington National lirp wrt 
Ray ApAMs, Colonel, ¢ orps of Enaineers, 
District Engineer, Washington Dist.., 
Corps of Hngineers, T S. Army, 
tcting for the Department of the Air Force 
Mr. Cecont. Section 16 of the bill proy ides in part that the 
Corporation shall assume the performance on behalf of the United States of all 
existing contracts heretofore executed on behalf of the Administrator.of Civil 
Aeronautics in connection with the care, operation, maintenance, and protection 
of the Washington National Airport 


The Department of Defense understands that the Airport Corpora- 
tion, under the Secretary of Commerce, will also exepect to carry out 
the foregoing operating agreement between the Administrator and 
the Air Force. 

The Department of Defense concurs generally with the enactment 
of this legislation. 

This concludes my statement. 

The Cuarrman. Thank you very much, Mr. Ceconi. Colonel, have 
you anything in addition to offer ? 
~ Colonel Coucn. No, sir. 

The CnatrmMan. Have you any questions, Senator Schoeppel ? 

Senator Scnorpret. No,sir. Thank you. 

The Cuatrman. Thank you very much. At this point in the record 
we will include two letters from the Civil Aeronautics Board, as well 
as letters from the Department of Labor, the Board of Commissioners 
of the District of Columbia, and the United States Civil Service Com- 
mission, commenting on the bill. 
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(‘The letters are as follows :) 


CIVIL AERONAUTICS BOARD, 
Washingion., Wau 20. 1954. 
lion. JOHN W. BRICKER, 

Chairman, Committee on Interstate and Foreign Commerc? 

l/nited States Senate, Washinaton. D. C. 

EAR SENATOR BRICKER: This is in reply to your letter of M{ny 12, 1954, asking 
the Board for a report on S. 3435, a bill to amend the act re eating to the admin- 
stration of the Washington National Airport, to incorpor we the Washington 
National Airport Corporation, and for other purposes 

While the Board has a general interest in the adequacy and safety of airports 
and airport facilities used by common carriers by air, the administration of the 
Washington National Airport is a matter exclusively within the purview of the 
Secretary of Commerce and the Administrator of Civil Aeronautics. The Board, 





iccord ly, has no comment to offer on 8. 34385 
Sincerely yours, 
CHAN GURNEY, Chairman. 
C1vin AFRONAUTICS BoarD 
Washington, May 25, 1954 
| OHN \ BRICK! 
0} ( ff J te and Fo » ¢ . ’ 
l i Ntate N¢ te 
I hiv on, LD), ¢ 
DearR SEN 0 BRICKER In accordance with the request contained in your 
ette 1 19, 1954, relating to S. 3485, a bill to incorporate the Washington 


National Airport, the Board is submitting this further statement of its views 


relative to this problem 
As we indicated in our report t ou dated May 20, 1954, the matter of the 
idministration of the Washington National Airport is one which is exclusively 
in the purview of the Secretary of Commerce and the Administrator of 
(ivi \el Itics So fa as the Board s aware the administration of this 
irport has been highly successful; charges made to air carriers have been 


reasonable; and we understand that the airport has more than met its current 
operating expenses. These results have been achieved with the management 


of the airport directly under the Civil Aeronautics Administration However, 
f in the opinion of those responsible for the administration of the airport it 
desi le to transfer it to a Government corporation, the Board would rely 


pon the opinion of those expert in the field and would have no obj-etion 
The bill does contain one provision, however, with which we would have some 
concern if the principle were extended beyond the borders of this particular 
l and made generally applicable to Government furnished aviation services 
This provision is contained in section 7 of the bill and in essence provides that 
1@ Secretary shall make an evaluation of the airport properties, and make a 
ro forma determination of the amount thereof which would have been sup 
plied by a local project sponsor had the airport been built and developed under 
the terms of the Federal Airport Act Vhereafter the corporation is required 
to pay into the fund established by section 7 interest on the pro forma amount 
at a rate determined by the Secretary of the Treasury, fixed in accordance with 
idards set out in the bill 
The Board has no objection to this provision as it applies to the Washington 
National Airport, since its effect, as we m derstand it. is to place that airport 
on a parity with airports which have been developed under the Federal Air 
port Act. The situation covered by the bill is not duplicated in any other area 
f Federal investment in aviation facilities or enterprises with the exception 
of the few other civil airports owned and operated by the Government Conse- 
quently, we do not see how this principle could properly be extended to other 
areas. If. however, a similar philosophy were conceived to be applied to user 
charges for airway aids, past Federal grants in aid to non-Federal airports, 
or any other matters in which Federal funds have heen expended, it would 
raise problems which the Board has not fully considered and with which at 
this point it is not prepared to deal Most thorough consideration would have 
to be given to any such proposal 
Because of the urgent nature of your request, the Board has not had sufficient 
time to obtain the advice of the Bureau of the Budget as to the relation of 
these comments to the program of the President. 
Sincerely yours, 
CHAN GuRNEY, Chairman 
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DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, 
Washington, May 26, 1954. 


Hon. JoHn W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, 
Washington, D. C. 

Dear SENATOR BricKER: Reference is made to your recent request for my 
comments regarding S. 3435, a bill to amend the act relating to the administra- 
tion of the Washington National Airport, to incorporate the Washington National 
Airport Corporation, and for other purposes. 

I have under study a proposal for a uniform method of charging costs of the 
Federal Employees’ Compensation Act to various departments and agencies of 
the Government. If that proposal is adopted, it will eliminate the need for 
section 9 (a) of this bill. For the present, however, I make no recommendations 
regarding section 9 (a). 

I have no other comments, and I do not have any objections to the enactment 
of S. 3435. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Yours very truly, 
ARTHUR LARSON, 
teting Secretary of Labor. 


JUNE 1, 1954. 
Hon. JoHn W. BrRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, 
Washington, D. C. 

My Dear Senator Bricker: The Commissioners have for report S. 3435, 83d 
Congress, a bill to amend the act relating to the administration of the Washing- 
‘ton National Airport, to incorporate the Washington National Airport Corpora- 
tion, and for other purposes, upon which you have asked the Commissioners 
for comment as soon as possible. 

The purpose of the bill is to establish a Government corporation to be known 
as the Washington National Airport Corporation, to be under the direction of 
the Secretary of Commerce. The Corporation would operate the Washington 
National Airport. 

The Commissioners have no objection to the enactment of the bill. 

Time has not permitted the ascertainment of advice from the Bureau of the 
Budget as to the relationship of this report to the program of the President. 

Yours very sincerely, 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia. 


UNITED STATES CiviIL SERVICE COMMISSION, 
June 9, 1954. 
Hon. JoHN W. Bricker, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

DeaR SENATOR BricKer: This is in further reply to your letter of May 12, 1954, 
requesting the Civil Service Commission’s comments on 8. 3435, a bill to amend 
the act relating to the administration of the Washington National Airport, to 
incorporate the Washington National Airport Corporation, and for other 
purposes. 

The Commission will limit its comments to those provisions of the bill affeeting 
employment and compensation of personnel. 

Section 4 (f) provides for the appointment of officers, attorneys, agents, and 
employees in accordance with the civil-service laws and for their compensation 
as may be provided by law. In effect, this would require such compensation to 
be made under the Classification Act of 1949, as amended. This section also 
authorizes the employment of experts and consultants in accordance with Public 
Law 600, the Administrative Expenses Act of 1946. 
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Section 6 (b) provides for the establishment of an Advisory Board to be com 
posed of seven members appointed by the Secretary of Commerce without regard 
to the civil-service laws. The members of the Board who are in the executive 
branch of the Government shall receive no additional compensation for their 
services on the Board, and the members from private life shall each receive $50 
per diem when engaged in the performance of their duties as Board members. 

The Commission has no objection to these provisions of S. 3435. 

We are advised that the Bureau of the Budget has no objection to the submis- 
sion of this report. 

By direction of the Commission : 

Sincerely yours, 
Puitie YouNG, Chairman. 


The Cuatrman. That concludes the hearing. 
(Whereupon, at 12:20 p. m., the hearing was concluded. ) 


WASHINGTON, D. C., May 27, 1954. 
Hon. JoHN W. BricKEr, 
United States Senate, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR BricKER: You no doubt have noted the story on page 13 of the 
May 27 Washington Post and Times-Herald denying a charge by yourself and 
your colleague, Senator Schoeppel, that the monopoly taxi service at the airport 
refuses to let certain taxis carry away passengers from the terminal. 

Mr. Jennings Roberts, who is quoted as denying the charge, does not speak 
the truth. In case after case I have waited and been insulted by the starter and 
the Airport Transport Co. about getting a cab to take me home. Mr. Roberts is 
technically correct in that the starter and the terminal police do permit cabs 
painted yellow to haul passengers away. However, I would be willing to bet that 
these cabs are probably owned and operated by the firm which has the limousine 
service. 

Just the other night, upon returning from Chicago, I watched the two terminal 
police chase District cabs who had discharged customers at the far end of the 
terminal. I objected strongly because there were thirty-some-odd people waiting 
for the limousines which at that moment were nonexistent except for the three 
that were loading for downtown hotel passengers only. Finally, I walked to the 
discharge platform and waited for a cab to let out his fares and then I hired the 
taxi. This was after some 20 to 25 minutes waiting for service by the monopoly 
limousine. The taxi driver who took me home told me that the Airport Transport 
monopoly refuses to let other cabs pick up fares, except when there are none of 
their own limousines available. He could not explain why, on this particular 
evening, when there were about 30 passengers waiting for limousine service, the 
police and starter refused to let regular taxis pick up fares. 

I do not know how much the limousine service people legally or illegally pay 
for this monopoly service. Why not eliminate this monopoly with one company 
and let all cabs service the airport? Make those picking up fares from the air- 
port pay a 25-cent toll per trip. The starter could collect it quite simply and I 
know we would get better service. 

I feel very strongly about this matter and I am quite provoked at the constant 
inconvenience at the end of every airtrip into Washington of having to wait end- 
lessly for a ride home. I have never had to wait at the Cleveland Municipal 
Airport or the Chicago International Airport, or at Willow Run in Detroit, which 
cities I visit occasionally. 

How about you and Senator Schoeppel, as members of the Senate Commerce 
Committee, cracking down on this obnoxious situation. I hope you do and I 
look forward to improved taxi service in the future. 

Sincerely, 
JUSTIN HINDERS. 


WASHINGTON, D. C., June 1, 1954. 
Hon. Senator BRICKER, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: In reference to the article which appeared in Thursday, May 
27, 1954, issue of Washington Post and Times Herald, concerning cab service at 
the airport, the statement made by CAA attorney, Jennings Roberts, is not, ac- 
cording to my opinion, the true facts of the case, because I, as a taxicab driver. 
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saw time and time again. when there were no airport cabs or limousines and 
nany prospective fares hailing me and other Washington cabs are not permitted 


by the NAP to stop and pick them up. On rare occasions When the NAP are net 


prese! t or hiding in a corner and we do stop for fare they come up and lock you 
up for one thing or another As in my case, on a Tuesday night, as of April 27, 
1954, at approximately 11 p. m., I let two passengers out of my cab, and a sky cap, 
ot in my cab and asked me to drive down and pick up a fare below where the 


airport cabs and limousines are supposed to be, but were not there at that time. 

As I started putting the lady's bags in my cab, they were so huge, that I put 
one in the trunk, and the other had to be put in the front seat. As I approached 
the front door of mv eab. a little sailor, about 17 or 18 years old was standing 
there, and he asked me whether I could take him to the naval air station. After 
finding out that the ladv was going to 2480 16th Street NW., I told said sailor, 
that I was very sorry, but I was headed in a different direction. The said sailor 
told me that he was waiting there for a very long time and he was late and had 
to get back to said bas I offered to drop him off downtown, without any 
charge whatsoever, so that he could catch a cab from there. By that time a 
NAP came over, and said that I was under arrest. When I asked him the rea- 
son he said that I was soliciting the sailor. When said sailor verified what I 

id the police about my conversation with him, the policeman scared him away 

telling him he would have to spend all day in court tomorrow, so said sailor 
disappeared. Then the policeman ordered the lady from my cab telling her, that 
I was under arrest. When I asked her whether she thought that I did anything 
to be arrested for simply because I offered the sailor a free ride to town so he 
could get a cab from there and get back to his base, she agreed that I should not 
be arrested, but also stated that she did not care to get involved. Said officer 
crabbed my fare card and would not return it to me, until I posted $10 collateral. 

I have been hacking since 1929, and never had any such charge against me for 
the above n entioned 

When they locked me up downstairs and I protested to the sergeant, he in turn 
gave me a printed matter, that was not signed, but he claimed Congress gave 
the director of the airport that authority, and according to that printed matter 

Washington cab is not supposed to take return jobs from the airport under no 
conditions. Therefore, I repeat that the attorney’s statement is very much in- 
correct 

There are many, many other cab drivers who have been locked up for the same 
unjust reasons. I explained the above-mentioned case to our chief hack in- 
spector, Lieutenant Dunn, and he was very much in sympathy with me and other 
cab drivers who have had the samé fate over there. Yet he is powerless to do 
anything about it. As you well know, it is out of his jurisdiction. 

I will gladly cooperate with you, if I can do anything to remedy this sad situ- 
ation over there. 

Respectively yours, 





JAcKk SHESKIN. 


AiR TRANSPORT ASSOCIATION OF AMERICA, 
7! ashington, dD Tn. June 23. 1954. 
Re S. 3485—A bill to incorporate the Washington National Airport. 
Hon. JoHN W. Bricker, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to a letter dated June 15, 1954, to 
you from the Director of the Bureau of the Budget regarding the above bill. You 
will recall that you requested that a communication be sent to you by the execu- 
tive agencies concerned, answering the questions about S. 3435 which I raised in 
my testimony on May 25, 1954, and that the Bureau of the Budget undertook to 
prepare the letter. The letter of June 15, 1954, is their response. 

The Bureau of the Budget has very kindly furnished us with a copy of that 
letter and we have also had the opportunity to discuss the bill on several occa- 
sions with representatives of that Bureau and the Department of Commerce. 
We deeply appreciate the cooperation we have had from these agencies. 

Our examination of the letter of June 15, 1954, indicates that the Bureau of 
the Budget did not supply one important item of information, the need for which 
I have stressed in my testimony. You will recall that I stated that the air- 
lines would like to know “what they are getting in for’ if the airport is in- 
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corporated [I stated that what we need is an estimated balance sheet and 
operating statement of the proposed corporation. We are advised by the Bureau 
of the Budget and the Department of Commerce that it is not practicable to give 
us that information 

However, we are not opposed to S. 3435 simply because of the lack of that 
information. We are opposed to it because we feel that neither from the view- 
point of the Government nor the airlines is there sufficient need for a corporation 
to operate Washington National Airport to justify the creation of another gov- 
ernmental corporation. We believe that it is obvious that the best way to limit 
the number of Government corporations, which already is very large, is not to 
create new ones unless there is an urgent need for such an instrumentality. We 
do not believe such a need exists at Washington National Airport. 

As the principal tenants of the airport, we are in a position to advise the 
committee that the airport is well managed and well operated. The Civil 
Aeronautics Administration is doing an excellent job. Moreover, the airport 
is not operating at a deficit It produces revenues each year of approximately 
$400,000 more than the expenditures authorized by Congress for its maintenance 
and operation. This amount is slightly larger than the annual interest charge 
which would result under S. 3435. Perhaps it is an added tribute to the excellent 
job being done by the Civil Aeronautics Administration, but it is our conviction 
that neither the airlines nor the traveling public have experienced any adverse 
effects from the inability of the airport management to contract for services or 
property without public bids, or from the lack of a revolving fund. Certainly we 
do not believe that these two problems are serious enough to justify the incor- 
poration of the airport. 

It is true that we have had a problem recently relating to the construction of a 
“finger” at the airport to provide additional gate positions for the loading and 
unloading of aircraft A specific appropriation by Congress will be necessary 
to finance that construction. However, if we understand S. 3435 correctly, 
the proposed corporation would also have to finance that construction in the 
same way It would also have to obtain the necessary funds by appropriation 

Moreover, we do not believe that the creation of a corporation to operate the 
airport would relieve the executive departments or the Congress of much, if 
any, of their responsibility relative to expenditures made at the field. We note 
from the Budget Bureau’s letter of June 15, 1954, that the corporation would 
be required to submit an annual business-type budget for review and approval by 
the President and the Congress. Also, to the extent that the corporation would 
be restricted in its operations to the amounts budgeted for the various functions 
which it undertakes, it would be in much the same position as the Civil Aero 
nautics Administration is now in as the operator of the airport. 

Representatives of the Budget Bureau and the Department of Commerce have 
stressed the value of the business-type budgeting and accounting which would be 
installed if the airport were incorporated. However, as Mr. Owen A. Kane, 
legislative attorney, Office of the Comptroller General, testified before the com 
mittee, this can be done, without incorporation, under the Budget and Account 
ing Procedures Act of 1950. This act, moreover, modernized the audit authority 
of the General Accounting Office and authorized that agency to make the type of 
audit most appropriate for the Government operation involved. 

Furthermore, incorporating the airport would not result in giving the corpora 
tion any greater authority than the Civil Aeronautics Administration now has 
to establish fees and rentals for the use of the field. The Civil Aeronautics Ad 
ministration now has complete authority to establish the fees and rentals paid by 
those who use the field. Under this authority 3-year leases were recently ne 
gotiated with the airlines covering their use of hangars on the field. The leases 
hetween the CAA and the airlines, specifying the landing fees and rentals for the 
of the terminal building, have approximately 614 years to run. Under 8 
3435 the corporation would take over the field subject to these leases. Thus, the 
corporation would not be in any better position than the Civil Aeronautics Ad 
ministration to negotiate with the airport tenants for fees and rentals covering 
their use of the field. 

A similar observation applies to the suggestion that, uncer $8. 3435, the cor 
poration would be able to obtain additional revenues of approximately $450,000 
a year by reason of charges made to various Government agencies occupying 
space on the airport or using the field. We think that it is sound policy that 
agencies of the Federal Government occupying space on the field or using the 
field (other than space occupied by the CAA or the Weather Bureau for air 
traffic control activities or weather-reporting activities relating to air-traffic 
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control) should pay a fair rental for the use of such space or for the use of the 
field. They are not now making such payments. However, this result can be 
obtained Without incorporation of the airport and under existing Federal 
statutes. 

To summarize we believe that the Civil Aeronautics Administration is doing 
a good job in running the airport. We do not believe that the problems which 
they are experiencing in that operation are sufficiently grave to warrant the in- 
corporation of the airport. Furthermore, we do not believe that there are 
suflicient advantages either to the tenants at the airport or to the Federal Gov- 
erhinent to Warrant adding one more to the already great number of govern- 
mental corporations. For these reasons, we urge the committee not to approve 
S. 34385 

Sincerely, 

S. G. Trpron, General Counsel. 


THE UNDER SECRETARY OF COMMERCE FOR TRANSPORTATION, 
Washington, June 18, 1954. 
Hon. JOHN W. BRICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


Dearn SENATOR BricKerR: Reference is made to your letter dated June 7, 1954, in 
which you asked me to advise you whether I believe that S. 3435, a bill to incor- 
porate the Washington National Airport, should be amended to bring it in line 
with the policies enunciated in the Interstate Commerce Act and the proposed 
bill to establish a Commission on Area Problems of the Greater Washington 
metropolitan area, H. R. 2236. 

In considering this matter, the first point that comes to my attention is the 
difference between the purposes to be accomplished by these legislative proposals 
and enactments. 

The purpose of H. R. 2236 is to create a study commission or a coordinating 
ommission to investigate and make recommendations pertaining to highway, 
bridge, and traffic problems of the metropolitan area and the problem of the 
integration of the public transportation system for the greater metropolitan area. 
The Interstate Commerce Act effectuates Federal control over and regulation of 
certain phases of interstate Commerce. 

The purpose of 8S. 54535, however, is vastly different from the purposes of the 
foregoing legislation in that it is for the purpose of creating a corporation to 
operate the Washington National Airport as a port of embarkation and disem- 
barkation for the public traveling by air and to furnish all services necessary, 
desirable, and incidental thereto. 

The furnishing of the service of ground transportation to and from the airport 
is one of the more important of these services. It has been the experience of the 
Government in the operation of Washington National Airport that satisfactory 
ground transportation service can best be furnished by a single operator who can 
be required by contract: (1) to have sufficient vehicles available to take care of 
the demands of the public; (2) to carry insurance deemed by the Government to 
be sufficient to protect the public using his vehicles; (3) to have able, efficient, 
and trained personnel to operate his business; (4) to fully coordinate his opera- 
tions with air carrier and other operations on the airport so as to effectuate the 
control of traffic into and out of the terminal buildings and the congested traffic 
areas: (5) to make reasonable charges for his services: and (6) to pay the 
Government a fair proportion of his revenue to help defray the expense of 
operating the airport. 

In return for the large investment necessary to guarantee the Government 
these requirements the concessionaire must be assured of a sufficient volume of 
business to make his operations economically feasible. This is done, not by 
barring all other taxicab or limousines from the airport, but by giving this con- 
cessionaire the business emanating from the airport. Taxicabs of other com- 
panies may bring in any business emanating from the District, Virginia, or other 
places without hindrance or without the payment of any fees to the Government. 
Also, the Alexandria, Barcroft, and Washington Transit Co. operates through 
the airport under an agreement with the airport in order to furnish low-cost 
transportation to those who do not desire to use the limousine or taxicab service. 

Without the control the Government exercises through its contract with the 
ground-transportation concessionaire a flush of business at other points in the 
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metropolitan area could drain all the taxicabs away from the airport leaving it 
without service for an indeterminate period of time. Also, there could be no 
assurance that other standards of operation desired by airport management would 
ve met by independent taxicab operators. After many years of experience in 
operating Washington National Airport it has been found that independent cab 
operators cannot be depended upon at the airport to furnish continuous, dependa- 
ble service as can a single operator, bound by contractual arrangements to supply 
the particular needs of the public using the airport. 

The primary purpose of S. 3435 is to create an organization that can more 
efficiently operate a business-type function of the Government, such as the airport 
happens to be, than the ordinary Government agency that does not have the special 
latitude that will be granted the Corporation. This Corporation is not being 
created for the specific purpose of regulating any businesses except those offering 
special services to the public at the airport, and then only as they affect the 
operation of the airport. 

For these reasons I am of the opinion that it would be unwise to tie the hands 
of the proposed Corporation by the insertion of provisions in 8S. 3435 that would 
effectively prevent it from deciding between different types and operators of 
ground transportation services to be offered to the public at the airport. I believe 
that the Corporation should be given the necessary latitude to choose the particu- 
lar types of ground transportation and their operators that would, in the opinion 
of its board of directors, be best suited to answer the needs of the public using 
the airport at any particular time. 

Sincerely yours, 
RosertT B. Murray, Jr. 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, AMERICAN LAW DIvisIoN, 
Washington, D. C., May 24, 1954 


lo: Senate Committee on Interstate and Foreign Commerce. Attention: Mr. 
Edward C. Sweeney. 

Subject: S. 3435, a bill to amend the act relating to the administration of the 
Washington National Airport, to incorporate the Washington National Air- 
port Corporation, and for other purposes. An analysis and comparison with 
certain other statutes chartering Federal or State government corporations, 

This memorandum is intended to indicate the material differences between the 
charter of the Corporation which would be created by this bill and the charters 
of other Government wholly owned corporations which operate business enter- 
prises. In the time available, it has been possible to make the comparison 
with only some of the many wholly Federally-owned corporations, and to identify 
only one comparable State-owned corporation engaged in airport operation. 
However, consideration of the general subject leads one to conclude that the 
Federal corporations selected are likely to throw light on this bill. Also, it 
appears that airports are usually operated by municipalities or States without 
incorporation. Of course, theer are various State regulatory agencies, boards, 
and authorities; but it would seem safe to say (without a State-by-State review 
of the statutes) that most such organizations are not comparable to corporations, 

S. 3485 is here compared with: 

I. Saint Lawrence Seaway Development Corporation, created by Public 
Law 358, 83d Congress, 2d session, approved May 15, 1954; 

I. Inland Waterways Corporation, incorporated June 3, 1924, by 43 Stat- 
utes 360, several times amended (49 U. 8. C. A. 151 et seq.) ; 

I1I. Tennessee Valley Authority, formed May 18, 1933, by 48 Statutes 58, 
‘later amended (16 U. 8S. C. A. 881); 

IV. Port of New York Authority, New York laws, 1921 (ch. 154, sec. 1 
(pt. ), (65 pt. 2), McKinney’s Consolidated Laws of New York annotated) ) 
section 6404. 

The charter of Saint Lawrence Seaway Development Corporation and of that 
contained in S. 3435 for the Washington National Airport Corporation appear 
to be modeled after general corporate provisions in a book entitled “The Gov- 
ernment Corporation: Elements of a Model Charter” by Sidney D. Goldberg 
and Harold Seidman, published 1953 by Public Administration Service, Chicago, 
Washington, and San Francisco (herein called Model Charter). That book 
discusses (pp. 3-7) similarities and differences between agencies and corpora- 
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tions and summarizes the “Criteria for Use of Corporations,” by the Govern 
ment, as follows (p. 9): 
The use of a corporate form of organization is normally indicated only when 
a program: 
l. Is predominantly of a business nature: 
~. IS revenue producing and potentially self-sustaining ; 
5. involves a large number of business-type transactions with the public: 
#. requires greater flexibility than the customary type of appropriation 
budget ordinaryily permits 
2. Is revenue producing and potentially self-sustaining ; 
6. Involves a large number of business-type transactions with the public: 
4. Requires greater flexibility than the customary type of appropriation 
budget ordinarily permits 
Some of the most important advantages which Government management 
officials see in corporations as compared with agencies are: 
1. greater procurement flexibility with respect to property; 
~. greater autonomy in the making of decisions; 
3. budget and fiscal procedures for business functions more comparable 
to those used in private business 
Accounting officials, however, point to the increased authority agencies may now 
be given to use revolving capital and management funds, the increased flexibility 
possible since the Budget and Accounting Act of 1950, and to the many urgent 
circumstances under which negotiation of contracts without advertising is now 
permitted to the Federal executive agencies 
Incorporation of the Washington National Airport was recommended by the 
Hoover Commission on April 1, 1949, in its report on Federal Business Enter- 
prises, and in the President’s budget message this vear 
The Corporation would become subject to the Government Corporation Control 
Act, enacted December 6, 1945, (59 Stat. 597) (31 U. 8S. C, A. 841 et seq.), 
to reguiarize divergent practices which had developed during the rapid growth 
of Government corporations. The Corporation’s decisions with respect to its 
obligations and expenditures would be subject to provisions of law specifically 
apvlicable to Government corporations. (8.3435, sees. 15 and 4 (g), respectively.) 
Section 1: Washington National Airport Corporation would operate the air- 
port subject to the direction of the Secretary of Commerce, who also governs 
the Inland Waterways Corporation; whereas the recently incorporated St. 
Lawrence Seaway Development Corporation is subject to the direction and 
supervision of the President of the United States, or the head of such agency 
as he may indicate, and the Tennessee Valley Authority is directed by a board, 
(The St. Lawrence provision is more like the Model Charter, p. 11.) 
However, the management of the Washington National Airport Corporation 
is vested in an Administrator and a Deputy, both to be appointed by the Presi 
dent, by and with the advice and consent of the Senate 





The purposes of the earlier three corporations are spelled out in considerable 

detail, as are those of the Port of New York Authority which was created by 

interstate compact and State legislation as a body corporate and politic 
granted the others. (See also Model Charter, p. 13.) 

Section 2: The Corporation is to have perpetual succession unless sooner 
dissolved by act of Congress. In this respect, it appears similar to the life 
granted the other (See also Model Charter, p. 13.) 

Section 83: The principal officers will be at Washington National Airport 
and at other places prescribed by the Secretary: and it will be a resident, for 
eivil venue, of the jurisdictions where such offices are established (See Model 
Charter, p. 13.) The other three Federal corporations are not given the author 
ity to establish such other offices. (The Port of New York Authority is a 
resident of every county and Federal judicial district within the Port of New 
York district, for purposes of suit.) 

Section 4: General powers granted are: (a) Seal: (b) bylaws; (c) acquire, 
use, and dispose of property to extent appropriate to the purposes of the corpora- 
tion: (d) accept gifts in aid of its purposes: (e) make and perform necessary 
contracts and transactions with anyone: (f) appoint and bond civil service 
employees and employ experts and consultants under 5 U. 8. C. 55 (a); (g) de- 
termine its obligations and expenditures “subject to provisions of law specifically 





applicable to Government corporations”: (h) be party to suit but erempt from 
costs as United States is; (i) have United States priority in collection of its 
debts from bankrupts, insolvents, or decedent’s estates; (j) have United States 


Lite! alg? 


Ke 
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executive franking privileges; (k) execute instruments: (1) take appropriate 
tion to carry out its powers; (m) settle claims [Italics added. | 
Most of the language of the foregoing general powers is taken, with modifica- 
tions, from Model Charter, pp. 15-46, 61 At p. 44 of that book it is suggested 


hat perhaps corporate property should be specifically exempt from attachment 
is an incident of the power to be sued 

The St Lawrence charte! does not include the airport corporation's power 
underlined above; but does include authority to issue revenue bonds to the 
Secretary of the Treasury and to make payments in lieu of taxes. 

Che Inland Waterways charter authorizes that corporation to make contracts 
and to borrow; but not specifically to pass bylaws, accept gifts, have United 
States Government priorities, have franking privileges, execute instruments, nor 


e claims It does not require employees to be under civil service. 


Che TVA is authorized to contract only “as herein authorized,” to condemn 
property by a special procedure, to place the condemned property in the name 
of the United States and to assume control of it as agent of the United States. 
Although TVA may dispose of personal property, specific provision must be 


l 


obtained to dispose of real property Its board selects and removes all other 
fficials, agents, and employees without regard to civil service laws, but on the 
basis of merit and efficiency without political test. It must pay laborers the 
prevailing wage It was not authorized to accept gifts. It is required to keep 


curate books as to specific segregation of costs 
The Port of New York Authority is authorized to purchase, construct, lease, 
nd operate terminals, make charges for their use, to condemn by special pro- 
cedure, and hold property, borrow money, issue bonds and mortgages (without 
mpairing any State or municipal property unless consent is given), to elect a 
chairman and appoint employees 
Section “Subject to the provisions of the Government Corporation Control 
Act, the Corporation shall have and may exercise such specific powers, in addi 





f 
on to those elsewhere conferred in this Act, as may be deemed necessary to 
protect, operate, improve, and maintain the Washington National Airport as a 
business enterprise and a public service facility.’ | Italics added. | (See Model 


Charter, p. 4: 

St. Lawrence may construct and operate deep-water navigation works as 
specified, negotiate with Canada on rules and rates, and establish rules and rates, 
inject to the approval of the President 

Until otherwise directed by Congress, Inland Waterways was to continue the 
operation of certain transportation and terminal facilities, extend them to a 
pecified extent, and then sell them under certain circumstances to private busi 
ness Als it might exercise the Secretary’s functions under 49 U. S. C. A. 141 
and 142 with respect to Government-owned boats on inland waterways and the 
development of water transportation 

r'VA was authorized, in considerable detail. to construct dams, control naviga 
tion, generate and sell power, make and sell fertilizer and explosives, make 
studies and experiments, help readjust the displaced populations; provided that 
none of the power revenues should be used for the construction of new power 
projects (other than replacements) until Congress approves 

Che Port of New York authority is specifically authorized to effectuate, estab 
lish, acquire, construct, rehabilitate, improve, maintain and operate air terminals 
within the Port of New York District (in addition to powers with respect to 
transportation facilities generally within that district) 

Section 6: “(a) The management of the Corporation shall be vested in the 
Secretary of Commerce 

“(b) A seven member Advisory Board appointed by the Secretary (without 
regard to civil service laws) shall meet at this call at least once each six months, 


review the Corporation’s policies on design, construction, administration and 


general matters, and advise the Secretary Members from private life shall re 
ceive $50 per diem: others nothing. All members shall be reimbursed necessary 
CrpPense x. (See Model Charter, Pp tS.) 


The St. Lawrence management is vested in an Administrator and a Deputy, 
both appointed by the President of the United States, by and with the advice 


and consent of the Senate The St. Lawrence Advisory Board is composed of 
five members appointed by the President, by and with the advice and consent of 
the Nenate Vot more than three may belong to the same politcal party The 
meetings must be at least once cach ninety days. Members receive the same per 


diem as the bill provides, but are not specifically authorized to be reimbursed 


(in addition to “their necessary traveling erpenses while going to and coming 
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from meetings”) their travel subsistence and other necessary expenses incurred 
by them in the performance of duties vested in the Board in accordance with 
the Travel Expense Act of 1949, as amended. 

The Secretary of Commerce governs and and directs the Inland Waterways 
Corporation. An Advisory Board of six is appointed by the Secretary (with no 
mention of Senate confirmation) for five year staggered terms, from individuals 
prominently identified with commercial or business interests in territory ad 
jacent to the operations of the corporation; but no member shall be an officer, 
director, or employee of, or substantially interested in any railroad corporation. 
There is, instead of salary, “a reasonable per ciem Compensation”, and their 
traveling expenses. In addition, a chairman will be appointed by the Secretary 
from civil life at a salary not to exceed $10,000 or by detail of a military officer 
to serve as a major general. 

As to TVA, “The board shall direct the exercise of all the powers of the Cor 
poration.” The board is composed of three members, appointed by the President 
by and with the advice and consent of the Senate, with staggered 9-year terms. 
Salary: $15,000, a house and “actual expenses (including traveling and subsist- 
ence expenses) incurred by them in the performance of the duties vested in the 


board by this chapter.” “No member * * * shall, during his continuance in 
office, be engaged in any other business, but each member shall devote himself 
to the work of the Corporation.” “All members * shall be persons who pro- 


fess a belief in the feasibility and wisdom of this chapter” (16 U.S. C. A. 83la). 
Section 881g (b) and (c) specifically provides that each member shall swear to 
support the Constitution and faithfully and impartially perform his duties. Any 
member may be removed by a concurrent resolution. 
The commissioners of the port authority sit as a board for the purpose of doing 
business and adopting bylaws for its management. 
Section 7. (a) A fund is established in the Treasury of the United States the 
capital of which “shall consist of 
“such amounts as may be advanced to it from appropriations made for that 
purpose” 
“together with the unexrpended balance of the appropriation for ‘Construc- 
tion, Washington National Airport’ and the 
“obligated [sic] balances of the appropriation, ‘Maintenance and operation, 
Washington National Airport,’ provided by the Department of Commerce 
Appropriation Act, 1954, 
“together with the value of the assets of the airport, less liabilities 
July 1, 1954.” 


“The value of the assets shall be determined by the Secretary of Com- 


as of 


merce, 
“subject to the approval of the Director of the Bureau of the Budget, 
“taking into consideration’: (1) “original cost, less depreciation” 


(2) “the usable value to the airport if clearly less than cost’: (3) 
obsolete and unusable facilities and equipment”; and (4) “other reason 
ably determinable factors which would reduce the value of the assets 
of the airport.” 

(b) Interest shall be paid into miscellaneous receipts of the Treasury, at a 
rate determined by the Secretary of the Treasury (taking certain factors into 
consideration), “on that portion of the capital which the Secretary [presumably 
of Commerce] determines to be equivalent to the local share that would have 
been supplied by the project sponsor had the airport been built and developed 
in its entirety subsequent to the enactment of the Federal Airport Act and under 
its provisions by a local public agency with maximum Federal grants-in-aid.” 

(c) Any capital determined by the Secretary [presumably of Commerce] to 
be in excess of the current needs of the airport shall be credited to the appro- 
priation from which it was advanced to be held for future advances. 

(d) “Receipts from operations under this act shall be credited to the fund.” 

“The fund shall be available for payment of all expenditures of the Secretary 
under this act.” 

(e) “Such sums as may be required to carry out the purposes of this act are 
authorized to be appropriated without fiscal year limitations.” 

“Advances shall be made to the fund from the appropriations made therefor 
when requested by the Secretary [presumably of Commerce]. (See Model 
Charter, p. 56.) 

Compare Si. Lawrence where the Corporation is authorized to issue to, and 
the Secretary of the Treasury is directed to buy, revenue bonds bearing interest 
at a rate determined by the Secretary of the Treasury. For such purposes, the 
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Secretary of the Treasury is authorized “to use as a public-debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended.” (Public Law 358, sec. 5.) 

Compare Inland Waterways where “The capital stock of the Corporation 
shall be $15 million, all of which is subscribed for by the United States * * *.” 
“The Secretary of Commerce shall adjust and appraise the value, at the time 
of transfer, of all assets transferred to the corporation * * * and such value 
shall be entered upon the books of the corporation.” (49 U. S. C. A. 152, 156 
{@).) 

Proceeds which the TVA Board deems not needed for operations are to be 
paid into the Treasury. Excess land is sold as agent for the United States. 

The port authority may be financed by appropriations of New York and New 
Jersey Legislatures, bonds, and revenues. 

Section 8: ‘The corporation is hereby authorized to use its funds, from what- 
ever sources derived, in the exercise of its corporate powers and functions.” 

Section 9: (a) The corporation is to contribute 

to the civil-service retirement and disability fund: and 
to the employees’ compensation fund 

(b) The corporation shall not be liable retroactively under this section 

Compare section 9 (a) supra to St. Lawrence, Public Law 358, section 8 (b), 
which is similar. Apparently a provision such as section 9 (b) was not inserted 
in Public Law 358 for the reason that the St. Lawrence Corporation would not 
take over a going concern and so had no problem of retroactivity. 

Section 10: Provides that certain facilities of the airport will be available for 
use by military and naval aircraft in common with other aircraft at all times 
without charge, unless the use shall be substantial. 

Section 11: Directs the corporation to furnish to any civil agency of the Gov 
ernment, without charge (except for utilities at reasonable cost), reasonably 
adequate space in airport buildings for air traffic control activities, or weather 
reporting activities and communications activities related to air traffic control, 
which such agency may deem it necessary to establish and maintain at the airport 

Section 12: Directs the corporation to utilize, to the extent practicable, the 
available services and facilities of other agencies of the Federal Government on 
a reimbursable basis. 

Compare St. Lawrence, Public Law 358, section 8 (a) which is similar but 
permissive. 

Section 13: Forbids any person to use the words ‘“‘Washington National Air- 
port,’ without the consent of the corporation. 

Section 14: Expressly reserves the right to alter, amend, or repeal this charter. 
(See Model Charter, p. 60.) 

Section 15: Section 101 of the Government Corporation Control Act (31 U. S.C 
846) is hereby amended by inserting therein the words “Washington National 
Airport Corp.” (See Model Charter, p. 61.) (Cf. St. Lawrence, Public Law 
358, sec. 6, to similar effect. 

Inland Waterways Corporation is named in the Government Control Act. 

TVA is exempt from the Government Corporations Control Act, but subject 
to the specific provisions of title 16, United States Code Annotated, 831h requir- 
ing it to file an annual report with the President and the Congress, and sub- 
jecting it to an annual audit and report of the General Accounting Office to 
which TVA is given an opportunity to reply concurrently: Provided that GAO 
shall not disallow credit for, nor withhold funds because of, any expenditure 
which the Board determines to have been necessary. 

Section 16: Transfers to the Corporation all property and assets connected 
with the Washington National Airport, together with the tract of land described 
in the act of June 29, 1940 (54 Stat. 686), as the Washington National Airport 
(except that portion of such tract of land added to the Mount Vernon Memorial 
Highway by Executive Order 9851), together with all the structures, improve- 
ments, and other facilities located thereon (except the building designated as 
T-7, located on Abingdon Drive on the airport, now used and operated by the 
Administrator of General Services). The Corporation is to assume the perform 
ance on behalf of the United States of all existing contracts heretofore executed 
on behalf of the Administrator of Civil Aeronautics in connection with the care, 
operation, maintenance, and protection of the Washington National Airport. 

Compare St. Lawrence, to which no specific property appears to be transferred 
by the statute. 

Compare Inland Waterways to which the Secretary of Commerce was directed 
to transfer all assets and liabilities subject to title 49, United States Code An- 
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notated 141 or 143 It was also provided that the transfer would not effect the 
running of the statute of limitations or of any prescriptive right 


Che TVA Act transferred “use, possession, and control” of certain real and 
nersonal property to TVA 
Section 17: Authorizes the Secretary or his designee to make regulations govy- 


erning the protection of property and conduct of persons on the airport. Desig- 


nated employees may make arrests and carry firearms, under section 18. The 
Park Police may, upon request, patrol the airport and make arrests there. Sec- 
n 19 makes it a misdemeanor to violate any such regulation. Section 20 


thorizes acceptance of deposit of collateral for appearance in court. 
ction 21 provides that the act shall take effect July 1, 1954. 


Section 22 repeals inconsistent laws 

ADDITIONAL NOTATIONS 
I St. Lawrence Seaway Development Corporation has, under Public Law 
8, certain additional legislative provisions applicable to it. Section 7 provides 


for payments in lieu of taxes. Section 9 specifically applies certain penal punish- 
ent for misappropriation of funds of the Corporation and other wrongdoing 
related to the Corporation. Section 10 requires an annual report to Congress. 
I of the act are held 

* tolls, subject to the 





Section 11 adds a separability provision in case any a 
nvalid. Section 12 directs the Corporation to fix charg 
approval of the President 

Che laws regarding TVA provide for TVA financial assistance in lieu of taxes 





States in which the power operations of TVA are carried on and in which it 
is acquired properties previously subject to State and local taxation. TVA may 
have access to patents. The Government reserves the right, in case of war or 


national emergency declared by the Congress, to take possession of any of the 
property for manufacturing explosives or other war purposes. Certain penal 
punishment for misappropriation of funds of the Corporation and other wrong 
ng related to the Corporation is specified. TVA may conduct surveys in coop- 
eration with States. There a separability clause and a provision for liberal 
onstruction of the statute 
CARLILE BOLTON-SMITH, 
imerican Law Division. 
M 1954. 





